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Sleeping on the job 
Why some US companies 
encourage staff to nod off 
Management, Page 25 
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Tulip Computers 
How a new plant sapped 
the company’s strength 
Page 21 



Pay TV in Europe 
Will Brussels block 
pan-European players? 
Page 16 


Investing in India 

New government seeks 
to restore confidence 

Survey, Pages 27-30 



WORLD NEWS 


Sakakibara 
reprimanded 
for accepting 
entertainment 

Bsuke Sakakibara, Japan's top 
financial diplomat, was yesterday 
reprimanded for having accepted 
lavish entertainment from the pri- 
vate sector. Mr Sakakibara handed 
back part of his salary voluntarily 
as an apology. Page 18; Aslan 
news. Page 6 

France blocks trade move 
Plans for a "New Transatlantic 
Marketplace”, ending trade barriers 
between the EU and US, suffered 
when France blocked moves to put 
them on the agenda" of next 
month's EU-US summit Page 8 

Strike disrupts Denmark 
Danish industrial output and 
transport services were disrupted 
on the first day of a national strike 
by more than 560,000 workers. In 
Brussels, a strike by European 
Commission staff is set to begin 
this Thursday. Page 3 

Pftffippfoes defence contract 
The Philippines took a step 
towards the $8.5bn modernisation 
of its armed forces by selecting 14 
international defence groups to bid 
for a contract supplying aircraft 
and patrol vessels. Page 8 

EU environmental audit 
Progress on environmental policies 
in the EU is to be measured by a 
common audit procedure agreed 
by the UK and its three successors 
as holders of the Union's presi- 
dency. says John Prescott, deputy 
UK prime minister. Page 2 

UN set to keep Iraq sanctions 
Ignoring Iraq's threats and appeals, 
the UN Security Council was last 
night poised to prolong the crip- 
pling embargo In force for eight 
years. Page 4 

Storms on the sin 
Vast solar tornadoes, nearly as 
wide as the earth and g listing at 
up to SOO.OOOkph, have been dis- 
covered by the European Space 
Agency's SOHO spacecraft. 

Toxic tide roBs on 
A toxic waste spill from a burst 
mine reservoir In southern Spain is 
kilting everything in its path as It 
moves down rivers and manmade 
channels to the Gulf of Cddlz. 
Picture, Page 3 

BaBcan border dash 
Fighting flared between Yugoslav 
army troops and ethnic Albanian 
rebels on the border between 
Albania and the Serbian province 
of Kosovo. Page 2 

Cancer gene cEscovery 
A single gene may determine 
whether or not a smoker develops 
lung cancer, says a team of Scot- 
tish scientists. 

Non-market tag dropped 
The EU voted to drop its definition 
of Russia and China as 
"non-market economies’ In a move 
to Improve relations. Page 8 

Hew Russian cabinet 
Russian prime minister Sergei 
Kiriyenko was pressed to include 
poetical opponents in his new 
cabinet Page 2 


World stocks slide on rates fears 


B US I N ESS NEWS 

Siebe aims for top 
place with £421 m 
agreed bid for 
Euro therm group 

Siebe, UK engineering group, 
moved to become the world leader 
in process automation, making a 
E421m ($70 im) agreed bid for 
Eurotherm, UK-based temperature 
controls and drives group. Page 
19; Comment, Page 24 

Astra, Swedish pharmaceuticals 
group, reported a 14 per cent rise 
in first-quarter profits, driven by 
strong sates of Losec. its anti-ulcer 
agent which Ts the world's top-setl- 
ing prescription drug. Page 19 

CredH Lyonnais' chief raised the 
stakes ft talks between France and 
the European Commission over a 
rescue plan for the bank, saying 
comments by Brussels last week 
had cost it up to FFrlbn ($l66m) 
in deposits. Page 20 

Hoechst, German chemicals and 
pharmaceuticals group, plans to 
complete its transformation Into a 
purely fife sciences company by 
2000. Page 20 

Istifuto San Paolo dl Torino, Italy’s 
biggest commercial bank, and IMI, 
Rome-based banking group, 
received the go-ahead for a 
merger. Page 20 

Retevfswn, the new Spanish fixed 
telephony operator controlled by 
Telecom Italia and the domestic 
power group Endesa, will enter a 
last-minute bid for Spain's third 
cellular phone licence. Page IB 

Landmark office boatings in San 
Francisco and New York are dose 
to being sold in transactions 
expected to set new benchmarks 
for property deals. Page 19 

Tyco International, us manu- 
facturer and supplier of industrial 
products, is to step up its takeover 
pro gr a mm e ft Europe, Asia and 
South America. Page 22 

IBM is to build and operate the 
new settlement bank which Is 
being set up to handle the 
$3,500bn of foreign exchange 
trades settled each day. Page 4 

Abftitx-CoreaBdatBd, the world’s 
largest newsprint producer, cut 
costs to achieve first-quarter earn- 
ings of c$57m (340m). Page 22 

WPP, world marketing services 
group, said it was on course to 
widen Its margins by a further one 
percentage point Page 24 

Toshiba, Toyota and Fujitsu have 
set up an in-car multimedia service 
offering video, music, Internet and 
navigation systems. Page 19 

Lion Nathan shares fed after Kirin 
Brewery, Japan's largest brew®-, 
spent NZ$1 .33bn (US$745m) to 
acquire a controlling 45 per cent 
stake in the New Zealand-based 
brewer. Page 23 

.World Equity Markets 

The latest trends and date from more 
than 50 national instate at a tfancs. 
Page 41 


Birth of the Euro 


' Ibis vn^1be6HTQpearUnfonwfffs^ 

tee founder mambas of economic 
monetary union ft the most far reaching 

development in Eimipe this dacade. In a . 
special section on Thureflay, FT wTfexs 
look at tte creation 0/ the raw euro-zone, 
which wfB mate up ttra second-largest 
economy In tee worid. 
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Markets lower as investors anticipate 
Fed action to cool down US economy 


New Yak 

Dow Junes hdostiial Average 


London 

FTEE lOOtndw 


Paris 


ean. 


By Gerard Baker In Washtagfen and 
&mon Davies in London 


World stock prices fell sharply 
yesterday as investors took fright 
at the possibility the Federal 
Reserve would raise interest 
rates soon. 

At midday, the Dow Jones 
Industrial Average of 30 leading 
stocks was 146 points lower, or 
about L7 per cent, at 8918. Bond 
prices fell sharply and the yield 
on the benchmark 30-year Trea- 
sury bond moved back above 6 
per cent for the first time since 
March 6. 

European markets fell more 
sharply, responding to the US, 
and also to concerns that a recov- 
ery in European economic activ- 
ity could mean interest rate rises 
in the near term in Germany and 
France. 

In the UK the blue chip FTSE 
100 index fell 141.5 points to 
5722.4, its lowest level since early 
March and its biggest one day 
tell since December 19, in points 
tArms The Italian stock market 


fen by 6 per cent the Nether- 
lands lost 5 per cent of its market 
value, and most of the other 
European markets fell by 
between 2 and 3 per cent 

The fall on Wall Street was 
prompted by fears that the con- 
tinuing buoyant demand in the 
US economy might force the cen- 
tral bank to raise short-term 
interest rates for the first time in 
more than a year. 

The Fed had no comment yes- 
today on a report in the Wall 
Street Journal that its policy- 
setting open market committee 
had shifted its stance last month 
to a bias towards tightening pol- 
icy from its previous neutral 
position. 

As the Asian crisis seems to 
have had little effect on the econ- 
omy in the last tew months. Fed 
nfflrinis have shifted their focus 
back on to the strength of domes- 
tic demand. 

Last week Roger Ferguson, a 
member of the Fed's board of 
governors, said If the Asian effect 
did not slow the economy the Fed 
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might have to act itself. The 
strength of the US economy was 
underlined - yesterday with a 
report that existing home sales 
singed by 2.5 per cent last month 
to a record annual rate of 4J39m 
sales. 

The Fed's policy-making open 
market committee wtil meet 
again on May 19 to review policy, 
and a growing number of econo- 
mists forecast the central bank 
will vote to raise interest rates at 
either that meeting or within the 
next tew months. 

However. Robert Rubin, the 
Treasury secretary, yesterday 
forecast further falls in infla tion 


and farther declines in long-term 
interest rates. 

“The problems in Asia 
will . . . most Likely result in 
lower inflation in this country 
and lower interest rates,” he told 
reporters. 

In Europe, the markets that 
gained the most in recent months 
fen the furthest. 

George Hodgson, European 
strategist at ABN Amro, said: 
“We are r unning into the May 
Brussels s ummi t, and any risk 
manager worth his salt is going 
to want to take some profits in 
advance. But I think there's more 
life yet in the bull market." 


The European bond markets 
drifted tower last week on grow- 
ing fears that interest rates are 
unlikely to go much tower among 
the core European economies, 
although there is still room for 
further downward convergence 
in Spain and Italy. 

David Bowers, European equity 
strategist at Merrill Lynch, said: 
“These falls reflect the fact that 
the interest rate environment in 
Europe has changed.” 

Lax, Page 18 
Bonds, Page 26 
World stocks, Page 39 


Kohl steamrollers party leaders 
into backing his re-election bid 


By Peter Norman ft Bom 

Helmut Kohl, Germany's 
chancellor, yesterday steam- 
rollered the leadership of his 
Christian Democratic Union into 
backing his bid for a fifth term as 
chancellor in spite of the party's 
disastrous performance in a state 
election in the eastern German 
state of Saxony-Anhalt on Sun- 
day. 

Disputes over policies have 
riven the CDU and the Christian 
Social Union, its Bavarian sister 
party, for several weeks and have 
spilled over into discontent with 
MrKohL 

But the chancellor announced 
that no one in the party leader- 
ship was questioning Jos candida- 
ture for the September 27 general 
election. 

After a five-hour meeting with 
the CDUs national leadership in 
which Mr Kohl challenged dis- 
senters to make their opposition 
known, he declared: "Kohl the 
candidate is in the position to 
win the general election. He is 
determined to do so, and he will 
demonstrate that” 


Mr Kohl conceded that the 
CDU. which saw its share of the 
vote in Saxony-Anhalt fall to 22 
per cent from 34.4 per cent four 
years ago, suffered a "serious 
defeat”. But . he added: "We 
agreed with one voice that the 
rows are ended.” 

The backing for Mr Kohl came 
as Germany's political parties 
struggled to come to terms with 
the gains of the far-right German 
People’s Union (DVU), which won 
12.9 per cent of the vote in 
Saxony-Anhalt and mUjKcnpy 
16 of 116 seats in the new state 
parliament 

Mr Kohl pointed out that far- 
right groups had scored gains in 
previous German regional elec- 
tions and predicted the DVU 
would have no chance in the gen- 
eral election. 

The DVD gains detracted from 
the Social Democratic party’s 
election win. Although the SFD 
share of the vote rose from 34 per 
cent to 35 £ per cent the gains 
were less than predicted in opin- 
ion polls and tell short of the 40 
par cent share on which Rein- 
hard HSppner, the SFD state pre- 


mier, had pinned his hopes. 

The SPD wanted a strong 
showing in Saxony-Anhalt to 
give a farther push to the politi- 
cal bandwagon running in favour 
of Gerhard Schroder, its candi- 
date for chancellor. 

Instead, Mr Hoppner's compar- 
atively disappointing perfor- 
mance, combined with strong 
DVU support and the abfiity of 
the former communist Party of 
Democratic Socialism (PDS) to 
maintain its share of the vote 
with 19.6 per cent, yesterday? 
forced the state premier to seek a 
grand coalition in the state with 
the CDU. 

Mr Hbppner made the move 
reluctantly. Early yesterday, he 
insisted a grand coalition was 
not his sole option and he would 
talk to both the CDU and the 
PDS. 

But after meeting Oskar Lafon- 
taine, the SPD leader, in Bonn, 
Mr Hdppner announced that he 
would only open coalition negoti- 
ations with the CDU. 


Germany's east turns, Page 2 
Editorial Comment, Page 17 



Eye to ayee Cuban prewderrt FWbI Castro wWi Canadian premier Jam 
Chrdtien at Mr Chretien's arrival ceremony ft Havana. They are ft talks over 
plans to promote and protect Investment. Report. Page 18 Picture: Reuters 


Reed in $1.65bn deal to 
buy Times Mirror units 


By Cathy Neman in London 


Reed Elsevier, the Anglo-Dulcb 
publisher, yesterday agreed to 
spend $L65bn an two businesses 
owned by Times Minor, creating 
the second biggest legal pub- 
lisher in the US. 

The deal, to buy Matthew 
Bender and the 50 per cent of 
Shepard’s Company not already 
owned by Reed, will create a 
company second only to Thom- 
son in the sector. 

Matthew Bender, formed more 
than 100 years ago, publishes 
analytical legal information writ- 
ten by 1,500 lawyers. Judges and 
law professors. Reed has operated 
Shepard's, a database of legal 
cases, in partnership with Times 
Mirror since November 1996. 

Observers, who had expected 
Reed to pay about $lbn for the 
two companies, said the price 
was high after stiff competition 
from trade and financial buyers. 

Reed, jointly owned by Reed 
International of the UK and 
Elsevier of the Netherlands, saw 
its shares slide 24p to 563Vtp. 

Nigel Stapleton, co<*udnnan of 
Reed, said the company’s offer 
was only “marginally ahead of 
the next highest bidder". 

The acquisition reinforces 
Reed’s position In the US legal 
Information market following the 
$1.5bn purchase in 1994 of Lexis- 
Nexis, the world's largest pro- 
vider of online information ser- 
vices in the legal, news, business 
and government areas- The latest 


purchase, in cash, had been 
expected after a merger with 
Wolters Kluwer, the Dutch pub- 
lisher, fefl through this year. 

Yesterday's deal, which will 
yield up to $20m in cost savings, 
could "comfortably” be followed 
by others of a similar size, Mr 
Stapleton indicated. 

The acquisition, which would 
give Reed about 30 per cent of the 
US legal and tax Information 
market, is subject to regulatory 
approval. But analysts said Reed 
would be unlikely to run into dif- 
ficulties as Thomson's purchase 
in 1996 of West Publishing, the 
biggest US legal publisher, was 
cleared by the US justice depart- 
ment, subject to some conditions. 

Mr Stapleton said the deal 
would not be "significantly 
harmed” if Reed had to make 
minor disposals. He added that 
Lexis-Nexis and Matthew Bender 
complemented rather than over- 
lapped with each other. 

Some observers were surprised 
that Mosby, Times Mirror's medi- 
cal publisher, was not included. 
An announcement about the dis- 
posal of Mosby, which Reed 
might also buy, is likely to be 
made within a few weeks. 

Last year. Matthew Bender 
reported revenues of $192£m and 
earnings before interest tax and 
exceptional items of 359.2m. She- 
pard's announced revenues of 
$67.9m and earnings before inter- 
est and tax of 838.5 m. 


Lex, Page 18 
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Kosovo violence ‘spinning out of control’ 


By Guy Dfamore in Pris&ia and 
Lionel Barber si Luxembourg 

Fighting flared between 
Yugoslav troops and ethnic 
Albanian rebels yesterday, 
on the border between 
Albania and the Serbian 
province of Kosovo. But the 
European Union steered 
clear of threatening fresh 
pressure on Yugoslavia. 

EU foreign ministers meet- 
ing in Luxembourg indicated 
a preference for a “carrot 
and stick” policy towards 


Slobodan Milosevic, the 
Yugoslav president, rather 
than supporting US calls for 
further economic sanctions. 

Diplomats in Pristina, Kos- 
ovo's capital, said they 
.feared the ethnic violence In 
the province was spinning 
out of control. A build-np of 
the Yugoslav military indi- 
cated an offensive was being 
prepared. More than 120 
people have died in the con- 
flict this year. 

The six- nation Contact 
Group, made up of Britain, 


France. Germany. Italy, Rus- 
sia and the US, is due to 
meet in Rome tomorrow to 
discuss the crisis. 

Hie GU is pressing Mr Mil- 
osevic to open a dialogue 
with Kosovo’s Albanian lead- 
ers in the presence of a 
mediator, preferably Felipe 
Gooz&lez, the former Span- 
ish prime minister. 

The Yugoslav army said 
that, in the latest incident, 
its border forces had killed 
three armed Albanians and 
wounded four in a clash 


west of the Serbian town of 
Decani. Troops were said to 
have uncovered large caches 
of weapons smuggled from 
Albania, as well as bunkers. 

The Democratic League of 
Kosovo (LDK), the main eth- 
nic Albanian party demand- 
ing independence for the 
province, accused the army 
of launching an artillery 
attack near the border vil- 
lage of Voksa, killing about 
12 people. An LDK official 
said more than 60 t.mfcs ha d 
been seen moving towards 


border settlements. 

Police barred reporters 
from the area, so no indepen- 
dent confirmation was possi- 
ble. 

• Villagers in Erec, to tin 
south of Decani, yesterday 
buried nine men, among 23 
ethnic Albanians killed last 
week. The government says 
they were '‘terrorists” 
ambushed by the army while 
crossing into Kosovo from 
Albania. Relatives allege 
some of the victims had been 
detained by police near Erec, 


then fritted. Panic is spread- 
ing through Kosovo, where 
ethnic Albanians make up 
most of the province’s 2m 
people. 

The LDK accuses the 
authorities of handing oat 
weapons to Serb civilians 
and paramili tary forces that 
took part in the "ethnic 
cleansing” of non-Serbs dur- 
ing the wars in Croatia and 
Bosnia. The government 
blames the violence on "ter- 
rorists" of the shadowy Kos- 
ovo Liberation Army. 


Germany’s east shows signs of turning to the right 


Frederick Studemann on fears that strong gains by the DVU in 
the Saxony-Anhalt poi! could be repeated in the general election 


Saxoay-Aabalt election resifi 


1998 


1994 


Hrase seats' 


%n*e seats' 


F or most of the 1990s, the 
warning signals have 
been present in eastern 
Germany: persistently high 
unemployment, hostility 
towards foreigners and a 
general social malaise. 

Now, for the first time 
since Germany's unification 
in October 1990, an extreme 
rightwing party has entered 
a state parliament in the for- 
mer c ommunis t east. 

After making a late entry 
into the campaign, the Ger- 
man People's Union (DVU). 
won almost 13 per cent of 
the vote in Saxony-Anhalt, 
the poorest of the region's 
five states. 

Voting habits in the east, 
where Chancellor Helmut 
Kohl's Christian Democratic 
Union has lost its once for- 
midable base of support, are 
volatile enough to have sig- 
nificant implications for Ger- 
many’s general election on 
Sep temb er 27. 

While the Social Demo- 
crats - in opposition in 
Bonn, but in government in 
Saxony-Anhalt - were disap- 
pointed that expectations of 


considerable gains were not 
realised, the result is partic- 
ularly worrying for the CDU 
and Mr Kohl- 

Support for the “unifica- 
tion chancellor” in the 
region is dropping. Eight 
years after the west's costly 
takeover of the east and 
despite continuing annual 
transfers of DMl80bn 
f$100.5bn), easterners still 
sense little indication of an 
upturn. Successes such as 
rising manufacturing output, 
tremendous improvements 
in infrastructure, greater 
flexibility in wage negotia- 
tions and less bureaucracy 
may be seized upon by econ- 
omists. but have gone 
largely unn oticed by the 
population at large. 

Before Sunday, the major 
western parties worried 
about continuing strong sup- 
port for the PDS, which In 
the past has garnered pro- 
test votes in the east The 
sudden appearance of the 
DVU, which palled strongly 
among the young, takes the 
total extremist vote in 
Saxony-Anhalt to more than 


30 per cent and has given 
even greater cause for con- 
cern. “We know that 10-15 
per cent of voters in east and 
west support hard rightwing 
attitudes," said Peter 
Ldsche, professor of political 
science at Gottingen Univer- 
sity. “It is alm ost a miracle 
that until now this potential 
in the east has not been 
mobilised, when economic 
conditions are almost worse 
than they were during the 
Great Depression in the 
1930s." 

In Saxony-Anhalt the 
rapid decline of the heavy 
engineering and chemicals 
Industries has pushed offi- 
cial unemployment to more 
than 23 per cent and made 
conditions there more acute 
than elsewhere in the east 

Along with most pundits, 
Mr Ldsche sees the DVLTs 
strong showing as a mixture 
of genuine far-right views 
and general protest 

Wolfgang Thierse, deputy 
chairman of the SPD and an 
easterner, said: “It's a dem- 
onstration of tbe anger, 
despair and annoyance with 
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high unemployment" 

Indeed, the main slogan in 
the DVlTs poster and mail- 
shot campaign was: “This 
time, vote for protest” The 
party, which is backed by 
Gerhard Frey, a millionaire 
publish a* from Munich, had 
neither a manifesto nor con- 
stituency candidates. “They 
are a phantom party," Mr 
Thierse said. 

But Mr Ldsche said that 
the DVU's performance in 
Saxony-Anhalt "is an incen- 
tive for rightwing voters and 
parties everywhere [In Ger- 
many]. It wQl he interesting 
to see what happens in Sep- 
tember in the elections in 
Bavaria where the [far-right] 
Republicans are quite 
strong.” 


Henry Reinbold, head of 
crime at Magdeburg’s police 
department, which has mon- 
itored rising youth violence 
in Saxony-Anhalt's capital, 
also believes extremist votes 
will not be confined to the 
east “1 think we will see this 
type of protest in the west as 
well It reminds me of the 
time back in the 1970s when 
the NPD [a far-right party 
prominent in the 1960s and 
1970s] scored high in my 
home region. Lower Sax- 
ony." 

Against such gloomy pre- 
dictions is the fact that the 
far right is split into several 
parties, often more at war 
with each other than their 
supposed common enemies. 
National polls record low 


Gerhard Frey’s DVU won 
une x pect e d support 

support for far-right parties, 
though some have sporadi- 
cally entered parliaments in 
the west at state leveL 

Perhaps the main worry 
for the CDU and SPD is that 
Saxony-Anhalt confirms the 
differences in voting habits 
between east and west. In 
the east, dramatic swings in 
support demonstrate that 
easterners are less loyal to 
any one party than western- 
ers, Mr Ldsche said. 

With the 1994 national 
elections decided by less 
than 200.000 votes and this 
year's contest wide open, 
volatility in the east could 
determine the outcome of 
the general election. 

See Editorial Comment 


Kiriyenko warned 
over cabinet jobs 


By Ctvys&a Freeland in Moscow 

Sergei Kiriyenko, Russia's 
prime minister, was pressed 
to include political oppo- 
nents in his new cabinet 
ahead of a planned meeting 
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today with President Boris 
Yeltsin to select the govern- 
ment's new ministers. 

The Kremlin's leading ally 
in parliament, Alexander 
Shokbin. said that unless Mr 
Kiriyenko made concessions 
to the leftist opposition now, 
his cabinet could be 
short-lived. The new prime 
minister was confirmed in 
his post last Friday. 

However, Mr Yeltsin, who 
humbled his Communist 
critics last week by forcing 
through Mr Kiriyenko’s 
appointment, is unlikely to 
feel too threatened by Rus- 
sia's divided left 

Instead, as he forms his 
new government he is likely 
to be more concerned about 
the populist political threat 
posed by Alexander Lebed, 
the former general who is 
poised to win gubernatorial 
elections in Krasnoyarsk, a 
vast and wealthy Siberian 
province, in a run-off vote 
next month. 

Mr Shokhin. head of the 
pro-government Our Home is 
Russia parliamentary faction 
and one of Mr Kiriyenko's 
legislative supporters, urged 
the Kremlin to be generous 
in its victory. Otherwise, he 
warned, the defeated parlia- 
ment might seek revenge In 
autumn. “Many people give 


this government half a year. 
They think that in the 
autumn the leftist opposition 
will get its own back for the 
humiliation suffered by the 
Communist party," Mr 
Shokhin said, alluding to 
predictions that the Commu- 
nists might seek a vote of 
no-confidence in the govern- 
ment. To secure the 
co-operation of the Duma, 
the lower house of parlia- 
ment, Mr Shokhin said the 
Kremlin would be advised to 
take the legislature into 
account when forming the 
new government. “If we 
notice that the choice is 
being made that way [conci- 
lia ting the Duma], then it 
means the president is inter- 
ested in extending the politi- 
cal life of this government” 
Mr Shokhin said. 

Mr Yeltsin is expected to 
reappoint several key minis- 
ters including Mikhail 
Zadornov as finance minis- 
ter, Yevgeny Primakov as 
foreign minister, and Igor 
Sergeyev as defence minis- 
ter. He has already said the 
threesome, together with 
Sergei Stepashin, recently 
named as minister of the 
Interior, will stay on. Boris 
Nemtsov, the first deputy 
prime minister, is also expec- 
ted to keep his Job. 


ENVIRONMENT COUNTRIES HOLDINGJ’RESIDENCY TO BE MONITORED 

Audit will track EU 
progress on policies 


By Charles Batchelor 
and George Parker 


Progress on environmental 
policies in the European 
Union is to be measured by 
means of a common audit 
procedure agreed by the UK 
and its three successors as 
holders of the European 
Union's presidency, John 
Prescott, deputy UK prime 
minister, has told the FT. 

At the same time, Britain 
is keen to see closer Integra- 
tion of environment and 
transport policymaking in 
Europe by the creation of a 
single directorate-general 
and a single European com- 
missioner responsible for 
both areas. 

Mr Prescott was speaking 
last weekend at the first 
informal meeting of Euro- 
pean environment and trans- 
port ministers in Chester, 
where measures to increase 
rail freight, encourage low- 
emission vehicles and con- 
trol traffic and pollution in 
city centres were discussed. 

The environmental audit 
is intended to measure the 
contribution each country 
makes during its six-month 
presidency and overcome the 
problem of short-term initia- 


tives being launched by indi- 
vidual countries. The next 
three holders of the rotating 
EU presidency are Austria. 
Germany and Finland. 

The audit will measure the 
actions taken by the country 
holding the presidency 
rather than specific items of 
environmental concern such 
as vehicle emissions or pol- 
lution. “The idea is to pass 
on an environmental baton 
to the next holder of the 
presidency,” said Mr Pres- 
cott. "We have reached an 
agreement with the next 
Ujree holders of the presi- 
dency which will take us to 
the new millennium. ” 

If this is successful. Mr 
Prescott hopes it wiD be con- 
tinued by subsequent hold- 
ers of the presidency. 

Britain will be the first 
country to produce a report 
on its own environmental 
actions at the end of its pres- 
idency in June. Final ttefans 
of the scheme will be put to 
an EU summit in Cardiff in 
June. “This will allow us to 
establish a set of common 
criteria and to identify tar- 
gets which we can measure 
ourselves against,” said Mr 
Prescott. “It is a good way of 
keeping up pressure on gov- 


ernments." Presidencies of 
six months mean that coun- 
tries may start an initiative 
or complete one but rarely 
see them through all the 
stages, said Mr Prescott 

The three countries which 
have joined the UK in this 
initiative all have strong 
environmental movements, 
said Mr Prescott 

As part of its efforts to 
integrate transport and envi- 
ronment policies more 
closely, the UK is keen to see 
a single European commis- 
sioner for both areas of 
policymaking. But the UK 
does not want to be seen to 
be forcing this approach 
among other members and 
believes the reshuffling of 
portfolios which will take 
place on EU enlargement 
may be the time to consider 
this step. 

“We have tried to argue 
that decision-making proce- 
dures in the Commission 
need to be changed," said Mr 
Prescott. “It would be good 
to have a single commis- 
sioner for both, but In itself 
this is no guarantee that 
problems will be solved, 
because this also involves 
industry and competition 
issues.” 


NEWS DIGEST 

AEGEAN D ISPUTE 

Greece refuses to lift veto 
on EU aid to Turkey 

over efforts to mend fences with ttw 
The Greek stand was greeted 

meeting of EU foreign minsters "£chhad 
goodwill gesture to Turkey. But 
foreign minister, blamed me impasse on 

ish violations of Greek sovereignty ki hth* 

Aegean sea. He repeated calls for tto Turks to^fomh^sjr 
claims to the International Court of AMoejn 
made pubHc a 13-page document entitled^ -5 Y*« of Tu*. 
sh provocative behaviour towards Greece - ^ ' 

“It was a spectacular performance, said one EU cBptornal, 
■Pangalos mentioned every Greek gnovance apart I ham foe 
Ottoman empire." The Brtah EU pmMancy wd me Euro- 
pean Commission had hoped that the 
flexibility on the financial package so that long-dotayed tofts 
could go ahead with Turkey next month. 

The idea is to ease strained relations with Ankara after t he 
EU refused last December to put the Turkish Dtd tor member- 
ship on the same footing as candidates from central and 
eastern Europe. Lionel Bather, Luxembourg 

ITALIAN AIRPORT ROW _ 

Dini in warning to Alitalia 

Lamberto Dini. Italy’s foreign minister, yesterday weighed Wo 
a political row over the development of Malpensa airport out- 
side Milan, warning that a decision by Alitalia, the national 
carrier, to shift operations there would "damage Italy's 
Wage". 

In the wake of a decston by Ahtata earlier this year to 
transfer ten per cent of its International flights from Rome’s 
Rumkano airport to Milan before 2000, Mr Dini warned that 
the operation needed to be reconsidered. "I would be very 
grateful,” he wrote in an open letter to Romano Prodi, prime 
minister, "for a decisive intervention by you that gets AKtaHa 
to think more carefully about a decision that risks no small 
embarrassment to Italy.” 

Mr Dini said it was "hard to understand the (doa of exclu- 
ding Rome from numerous routes that interest countries of 
importance to Italy.” James BStz, Rome 

EASTERN ENLARGEMENT OF EU 

‘Austria stands to benefit’ 

Austria stands to be the biggest beneficiary after Germany 
from the eastward enlargement of the European Union, 
according to Raiffeisen Zentraibank (RZB1. 

The Austrian bank estimates that if its eastern neighbours 
Join the EU, it will provide an additional stimulus to growth of 
between 1.5 per cent and 3.6 per cent in the first six to eight, 
years. Last year Austria's exports to eastern Europe rose by 
30 per cant to Schl21bn (S9.5bn). Eastern Europe's shore of 
Austria's total exports has risen from 9.9 per cent to 17_S per 
cent since 1989. 

Many poorer Austrians do not share their government's 
enthusiasm for enlargement, which will be the big theme of 
Austria’s EU presidency later this year. They fear increased ' 
Immigration and a worsening of the long-term decline of Aus- 
tria's poorer regions. Wffliam Hall, Vienna 

CZECH PRESIDENT 


Havel to return to Prague soon 

Vaclav Havel, the Czech president, who is recovering to an 
Austrian hospital from emergency surgery on his intestine, 
should be fit to return to Prague to about a week, his surgeon 
said yesterday. 

Mr Havel, 61, who has suffered from breathing difficulties 
and an abscess In his abdomen since undergoing the emer- 
gency surgery nearly two weeks ago, was awake and moving 
and the decision on when to return ultimately rested with him. 

"Over the weekend his general condition has much 
Improved,” said Ernst Bodner, chief surgeon at Innsbruck Uni- 
versity hospital. Reuters, Prague 


ROMANIA ECONOMY 

IMF in new round of talks 

A top International Monetary Fund official opened talks wfth 
Romania's new government yesterday after a series of dead- 
locked negotiations throughout the first half of the year. 

Foul Thomsen, head of the IMFs Romania mission, is hold- 
ing several days of exploratory talks after a new government 
under Radu Vasils, prime minister, took office earlier this 
month. 

A government statement issued after Mr Thomsen's first 
meeting with Mr Vasile said the Fund “would show flexibility 
to exam ining the programme, saying that Romania's main 
priority remained the fulfilment of economic reform objec- 
tives’. Reuters, Bucharest 



HAT BROUGHT THEM TOGETHER? BILLIONS IN BONDS 
WHAT KEEPS THEM TOGETHER? THE BANK OF NEW ' YORK 

Today, one hundred billion dollars in government bonds will pass between Prudential Securities and its 
investors. • Fortunately for their clients, Prudential Securities traders can see instantly how each trade has been settled, 
and how much cash and securities are on hand. * The bank that makes this happen? The Bank of New York. • Thousands 
of clients worldwide are using The Bank of New York to create, maintain, and enhance relationships with their 
investors. In New York, Prudential Securities trader Bill Kirby and investor Rob Kapito are just one example. 

ERS ; WdRLDW IDE" 

TRADER: Bill Kirby. INVESTOR: Rob Kapito. 
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Plea to Brussels 
on German TY deal 


EUROPE 


By Frederick StiMemann 
la Bonn and Saner iskandar 
In Brussels 


The media companies 
CLT-Ufa and Kirch yester- 
day presented the European 
Commission’s competition 
authorities with revised pro- 
posals for their German digi- 
tal pay-TV project 

The move, which came 
only hours before a deadline 
for amendments, follows pro- 
nouncements from Karel 
Van Miert, competition com- 
missioner. that be was 
unhappy with the original 
plans for a merging of the 
companies' pay-TV interests 
and a separate deal with 
Deutsche Telekom, the par- 
tially privatised telecoms 
company, for ownership and 
operation of the technical 
platform far the distribution 
of digital programming. 

The Luxembourg-based 
CLT-Ufa, in which the Ger- 

EU staff 
strike on 
eve of 
summit 

By Samer Iskandar In Bmssets 

A strike by European 
Commission staff is set to 
begin on Thursday, after the 
failure of four days of concil- 
iation t alks on Sunday even- 
ing. 

The Commission and 
union staff will now hold 
technical discussions to 
avoid a total paralysis of the 
European Union's executive 
on the eve of the decisive 
summit to on economic and 
monetary union. 

Six of the 10 unions repre- 
senting Commission employ- 
ees called for the one-day 
strike in protest at plans to 
end Job security. The plans 
are part of a wider effort by 
Erfcki Liikanen - the Finn- 
ish commissioner in charge 
of budget, personnel and 
a dminis tration - to increase 
efficiency and transparency. 

A Commission official said 
the unions “did not respond 
positively” to an offer to 
water down an interna] doc- 
ument at the heart of the 
dispute. 

The Commission had said 
the document - entitled 
“Tomorrow's Commission” - 
would have "no official sta- 
tus” and would not he the 
starting point for discus- 
sions. But union officials j 
have insisted it be declared , 
null and void and withdrawn 
from the Commission's intra- 
net, where it can be viewed 
by staff. 

The controversial docu- 
ment, part of preparations 
for a debate next month on 
modernising the Commis- 
sion, questions existing prac- 
tices, such as “less than per- 
fect management" and 
recruitment based on “politi- 
cal considerations", and sug- 
gests “a system of rewards 
and penalties” for senior 
staff. 

The unions fed. these pro- 
posals threaten the job secu- 
rity of European civil ser- 
vants, who are practically 
guaranteed employment for 
life and substantial benefits. 
The IQ unions represent 
between 8,000 and 10.000 of 
the Commission's 17,000 
workforce. 


man media group Bertels- 
mann has a 40 per cent 
stake, and Kirch, a privately- 
held company based in 
Munich, said senior execu- . 
lives met Commission offi- 
cials yesterday afternoon in 
the hope of getting an exten- 
sion to the investigation of 
the planned joint venture. 
Brussels is due to rule on 
the link in early June. 

A Commission official said 
an extension was possible if 
the companies “make pro- 
posals that look promising 
and are constructive." 

Both companies, whose 
executives have accused 
Brussels of unnecessarily 
hindering the development 
of digital television in 
Europe's biggest media mar- 
ket, refused to comment oo 
their new proposals. But 
they are believed to address 
the Commission's fears that 
the venture could deny other 
broadcasters access to its 


distribution system and 
would also give it a monop- 
oly on the German audi- 
ence’s access to popular 
films, spools events and pro- 
grammes. 

This is the second time 
CLT-Ufa and Kirch have 
faced opposition from Brus- 
sels. A Similar deal, which 
also involved Deutsche Tele- 
kom, was blocked by the 
Commission in 1994. 

This time the stakes are 
higher. After the 1994 deci- 
sion both companies tried to 
develop rival digital pay-TV 
services, causing a price war 
which severely strained 
Kirch’s finances and 
prompted the Munich-based 
company to settle with CLT- 
Ufa last summer. 

The deal involved merging 
DF-L Kirch’s digital pay-tv 
company owned by Kirch, 
with Premiere, an analogue 
pay-TV network owned by 
Kirch and CLT-Ufa. 


560,000 Danes 
stop work 


By Tbn Burt hi Stockholm 

Danish industrial output and 
transport services were dis- 
rupted yesterday on the first 
day of a national strike by 
more than 560,000 workers. 

Copenhagen airport was 
almost at a standstill, rail 
: and ferry services were 
halted and many shops were 
emptied of perishable goods 
as the country prepared for a 
long stoppage. 

The strike, called last Fri- 
day after union members 
voted to reject a two-year 
wage agreement, is the most 
serious industrial action to 
hit Denmark since 1985 and 
Is expected to last for at 
least a week. 

The strike was called after 
150.000 union members voted 
against a new pay deal, 
which would have increased 
wages by 45 per cent this 
year and 4 per cent next 

Union leaders, many of 
whom had initially recom- 
mended the offer, said the 
strike bad partly been 
triggered by dissatisfaction 
at proposals to increase 
five-week holiday . entitle- 


ments by just one day. 

Yesterday, the government 
reiterated it had no plans to 
Intervene in the dispute 
between the LO union and 
the employers’ confedera- 
tion. 

The -Social Democrat-led 
government could push 
through emergency legisla- 
tion to force a settlement, 
but Danish economists said 
it was unlikely to resort to 
such action before the May 
Day holiday. 

“Given their links with the 
unions, the Social Democrats 
will be reluctant to use 
strong-arm tactics to end 
this strike,” said one econo- 
mist 

The minority government 
of Pool Nyrup Rasmussen, 
prime minister and a former 
trade union economist Is 
unwilling to alienate union 
members ahead of Den- 
mark’s May 28 referendum 
on the Amsterdam Treaty. 

Mr Rasmussen has vowed 
the referendum win go 
ahead, and is calling for a 
vote in favour of the treaty, 
involving closer ties with the 
European Union. 


Toxic waste 
spill hits 
Spanish crops 

A toxic waste spill from a 
mine reservoir in southern 
Spain was killing everything in 
its path yesterday as it moved 
down rivers and man-made 
channels to the Gulf of Cadiz, 
the environmentalist group 
Greenpeace said. 

An estimated 5m cubic 
metres of waste flooded into 
the Guadtamar river on 
Saturday, but was then 
diverted away from the 
, Dofiana National Park, one of 
Europe's most prized nature 
reserves. Instead, the tainted 
water, containing residues of 
tine, lead calcium and' other 
metals, was flowing into the 
Guadalquivir river and then 
out to the Gulf of C&diz. 

Spanlsh State tatevtston 
said preimlnary estimates put 
crop losses at Ptas2bn 
($13m)- "I've lost my whole 
crop, my whole livelihood a 
tomato farmer said. 

See Commodities page 






Affine officials examine the breach in the banks of the waste reservoir at the Swedish-owned Aznaicoter mine in southern Spain 


New element finds its way into the Spanish equation 


Aznar must now contemplate an unexpected and charismatic 
opponent in the next genera! election, David White reports 


A new factor has entered 
the Spanish political 
equation. By plumping 
for Jose Borrell, the brainy 
son of a small-town baker, as 
their candidate for prime 
minister, members of the 
opposition Socialist party 
(PSOE) have not only 
shaken up their own organi- 
sation but rattled assump- 
tions across the whole range 
of national and regional poli- 
tics. 

Jos# Maria Aznar, the cen- 
tre-right prime minister, 
apparently comfortable with 
almost two years of his term 
stfll to go, must now contem- 
plate an unexpected and 
charismatic opponent in the 
next general election. 

Mr BorreU, a former public 
works minister, has already 
proved his sharpness as a 
tactician, lying fairly low 
after the defeat two years 
ago of Felipe Gonz&lez’s 
Socialist government and 
seizing his opportunity to 
! move to the forefront in the 
party Mr Gonz&lez left 
behind. 

His rise bears a striking 
similarity to the success of 
Lionel Jospin, the French 
Socialist prime minister, 
when he was chosen as the 
party’s presidential candi- 


date in early 1995, surpris- 
ingly trouncing the then 
Socialist leader, Henri 
Emmanuelli (though he was 
to lose the election to Jac- 
ques Chirac). 

Mr Jospin skilfully dis- 
tanced himself from the 
regal shadow of Francois 
Mitterrand. Mr BorreU, too, 
has sought to distinguish 
him self from Felipe Gonz- 
alez, in whose government 
he served, and project him- 
self as the standard-bearer of 
a new era for the party. 

At the same time, he bas 
made it his target to recreate 
the kind of popular enthusi- 
asm which swept Mr Gonz- 
alez into power over 15 years 
ago. For the PSOE, his tri- 
umph promises to draw the 
curtain on the long agony of 
the end of Mr Gonzalez's 
political domination. 

This involved the corrup- 
tion cases under Mr Gonz- 
alez's government, his hesi- 
tations about continuing, his 
defeat in 1996, bis surprise 
resignation as party leader 
last June and the PSOE’s 
weak and ineffectual perfor- 
mance in opposition. 

But the agony is not yet 
over. Mr Barren's win in the 
candidacy contest was 
described by one of his lead- 


ing backers - Juan Carlos 
Rodriguez Ibarra, PSOE 
president of Extremadura 
and stalwart of the party left 
- as “a bitter victory". 

The question or the leader- 
ship has been reopened. Joa- 
quin Almunia, a moderate 
and solid figure who suc- 
ceeded as secretary-general 
last year and went on to 
stage his own defeat by 
introducing a system of “pri- 
maries” for elected posts, is 
still pondering whether he 
should stand down. 

Mr BorreU has asked him 
to stay on and avoid holding 
the special congress required 
to approve a new leadership. 
“The party doesn't need to 
waste six months in leader- 
ship changes," he said. 

The standard practice for 
Spanish parties, apart from 
tbe Basque Nationalist 
Party, is that their leaders 
head their list of election - 
candidates. An exception 
occurred in the centre-right 
Popular party fPP), where 
Mr Aznar became prime 
ministerial candidate in 1989 
before being installed as 
party president 

Mr Borrell, 51, has been a 
political loner, not associ- 
ated with any of the clans 
within the PSOE, a chal- 



BotTaO celebrates with a rose 

lenger of economic ortho- 
doxy, wary of “isms" and 
reluctant to get mixed up in 
tbe regional politics of his 
native Catalonia. 

He is not short of enemies 
inside and outside the party. 
Jose Bodd, a PSOE regional 
“baron" who clashed with 
Mr Borrell when the latter 
was a minis ter, warned that 
choosing him as candidate 
would be like “jumping into 
a ravine". 

Suspicious of regionalism, 
Mr Borrell had difficult rela- 
tions with Jordi Pujol, the 
Catalan leader who in the 
past two parliaments has 
controlled Spain’s political 
balance, supporting first the 
PSOE and then the PP. 

Whereas Mr Almunia set 
his sights on regaining lost 


votes in the centre, Mr Bor- 
reU has directed his on rally- 
ing the left Defending the 
public sector's role and the 
aims of the welfare state, he 
also echoed some themes of 
New Labour in tbe UK, by 
emphasising the need for 
Innovation and imagination. 

The division of the left has 
seriously impaired tbe 
PSOE’s chances against a PP 
which occupies the ground 
from centre to far right Pro- 
posals for a common plat- 
form with the Communist- 
led United Left (IU) fizzled 
out alter a dismal regional 
election performance in Gali- 
cia last autumn. 

If Mr Borrell were to suc- 
reed in winning votes away 
from the Communists, 
whose leader, Julio Anguita, 
he has described as “a bibli- 
cal disaster" it could change 
the arithmetic. In the 1996 
election, the PSOE and IU 
between them obtained 48 
per cent of the vote, against 
a combined 45.5 per cent for 
Uie PP and its current 
regional allies. 

But be still has a long way 
to go. Supporters during his 
candidacy campaign wielded 
placards reading “ Husirn is 
back". The word Huston sig- 
nifies in this content a sense 
of hope and excitement, 
although It can also mean 
delusion. 


Prepared for Emu? It’s time to live with the euro 



Preparing 
for Emu 


By Wolfgang Mflnchau, 
Economics Correspondent 

This Is the last in our 
"Preparing for Emu" series, 
which we started on Novem- 
ber 12. 1996. By this time 
next week, European Union 
leaders will have given the 
official go-ahead for eco- 
nomic and monetary union 
to start with ll founder 
members on January 1 1999. 

From now on, the issue is 
no longer simply one of pre- 
paring for Emu, although 
companies, governments and 
central banks will undoubt- 
edly carry on with their 
preparations. From now it 
appears more appropriate to 
focus on “Living with the 
euro" - the title of a new 


series, starting next week. 

Sixteen months ago, tbe 
scheduled launch of Emu 
was still uncertain. There 
were genuine doubts about 
which countries would qual- 
ify to meet the stringent 
entry conditions, even about 
the fitness of Germany and 
France, where rising unem- 
ployment put budget deficits 
under pressure. The EU’s 
economy was in recession, 
characterised by rising 
unemployment, increasing 
deficits and debts and falling 
rates of output growth. It 
was not until the second 
part of last year until the 
economy began to pick up. 

Unsurprisingly, perhaps, 
the scepticism was greatest 
in the UK, where many poli- 
ticians and financial com- 
mentators and most of the 
news media displayed an 
almost spectacular misjudg- 
ment of the ■ events that 
ensured Emu’s scheduled 


launch. Even people like tbe 
framer prime minister, John 
Major, and the former chan- 
cellor, Kenneth Clarke, 
argued as late as April 1997 
that Emu would probably 
not start on time. 

One consequence of this 
has been that UK companies, 
except for some multina- 
tional industrial groups, are 
now among the worst pre- 
pared of any in the EU. The 
government admitted that 
the current state of prepara- 
tions In the UK was one of 
the reasons that precluded 
Emu entry in 1399. 

But the sceptics misjudged 
the process by which EU 
economies, including Italy, 
Spain and Portugal, suc- 
ceeded in meeting the eco- 
nomic qualifying criteria 
laid down in the Maastricht 
treaty. Some of the more vis- 
ceral critics totally misread 
the German institutions, in 
particular the Bundesbank 


and the German constitu- 
tional court, hoping that 
they might block the project 
at the last minute. They mis- 
took German scepticism on 
Emu for a general Buroscep- 


however, who will now have 
live with the euro for better 
or worse, tbe issue is not one 
of delay or collapse scenarios 
or other exotic variants. 
Their main focus is how to 


Continental politicians and central 
bankers often say that failure is not 
an option; Emu must succeed 


ticism. In fed, many of the 
German critics of Emu 
tended to attack it from tbe 
other side of the debate. 
They wanted political union 
alongside monetary union. 

But the sceptics are not 
quite finished yet they have 
moved on to predict that the 
project will collapse - a 
theme that is now attracting 
an increasing amount of aca- 
demic interest. 

For the members of Emu. 


make Emu succeed. 

Economists do not have an 
answer to this question - or 
rather they have too many 
conflicting answers. It is 
uncertain whether and to 
what extent Emu will affect 
the real economy of growth 
and jobs. Some economists 
argue that wage and price 
transparency would acceler- 
ate the number of cross-bor- 
der transactions, or lead to 
increased price harmonisa- 


tion and possibly reduced 
trading margins. It could 
also accelerate the restruct- 
uring process that has been 
going on in many industries 
throughout tbe decade. 

This scenario implies that 
Emu could lead to an initial 
increase in unemployment, 
as labour and product mar- 
kets become more flexible to 
accommodate demand and 
supply shocks. 

Other, equally plausible, 
scenarios suggest that Emu 

will make no difference to 
the real economy one way or 
the other. The debate is not 
settled yet and will probably 
not be settled for some time. 
As a unique experiment. 
Emu wflJ probably teach us 
more about economics, than 
economics can currently 
teach us about Emu. 

When asked about tbe 
likelihood of success or fail- 
ure of monetary union, con- 
tinental politi cians and cen- 


tral bankers often say that 
failure is not an option; that 
Emu must succeed under 
any circumstances. 

But what steps they will 
have to take are still 
unclear. 

The deregulation of 
labour, product and financial 
markets may be accelerated; 
taxes may be harmonised; 
the size of the EU’s central 
budget could be increased to 
lend stability to a system 
characterised by consider- 
able centralisation in mone- 
tary policy but considerable 
decentralisation in fiscal pol- 
icy. Economists are even 
divided whether fiscal policy 
matters at all. 

Nevertheless, it is entirely 
possible, if not probable, that 
the sceptics, having under- 
estimated the political will 
behind the launch of Emu, 
may end up under-estima- 
ting the political will to hold 
it together. 
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OECD MINISTERIAL MEETING THINK-TANK PLEA TO FOSTER INNOVATION THROUGHOUT ECONOMIES 




1 ‘Use technology to create jobs’ 
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By Robert Ctrate, 
Economics Editor 


OECD 


Industrial countries devote 
too much effort tO promoting 
hew technology in the small 
"high-tech" sector, rather 
than fostering innovation 
and technology diffusion 
more broadly through the 
economy, ministers heard 
yesterday. 

The Organisation for Eco- 
nomic Cooperation and 
Development, the Paris- 
based think-tank for indus- 
trial country governments, 
insisted in a report to its 
ministerial meeting that new 
technology should promote 
Jobs rather than destroying 
them. H Its economy- wide 
employment impact Is likely 
to be positive provided that 
the mechanisms for transla- 
ting technology into jobs are 
not impaired by deficiencies 
in training and innovation 
systems and rigidities in 




product, labour and financial 
markets,” the report said. 

The OECD argued that 
governments should make 
innovation and technology 
diffusion policies an integral 
part of their overall eco- 
nomic strategy. 

“Technology policies con- 
tinue to be piecemeal, with 
Insufficient consideration 
given to linkages within 
national innovation systems 
and to the broads- structural 
reform agenda," it admon- 
ished. “To be effective, they 
need to operate in .a stable 
macroeconomic environment 
and complement broader 
reforms." 

The OECD noted that gov- 
ernment funding for 


research was falling and that 
the private sector was con- 
centrating on short-term 
innovation rather than basic 
research. It argued that pub- 
lic research institutions had 
to be funded adequately/ 
although there was scape to 
make them more flexible by 
channelling resources 
through contracts. 

“At the same time, govern- 
ments should remove imped- 
iments to the development of 
market mechanisms for fin- 
ancing innovation, such as 
private venture capital." the 
report argued. This chimes 
with recent comments by 
Gordon Brown, UK chancel- 
lor. Partnerships between 
the private and public sec- 
tors should be encouraged, 
but while minimis ing the 
risk that this would channel 
money to private sector com- 
panies that should or would 
have finanppd the research 
themselves. 


In another report prepared 
as part of the OECD's “jobs 
strategy";, the think-tank 
argued that governments 
should also do more to foster 
entrepreneurship. Again' fee 
promotion of venture capital 
markets is important, as is 
reducing the cost ami paper- 
work . associated with 
starting a business. Tax 
compliance also needs to be 
simplified. 

The report also empha- 
sises the need to use local 
authorities to promote entre- 
preneurship, on the grounds 
that they understand the 
needs and potential of their 
own areas. Governments 
should also do what they can 
to create a culture conducive 
to entrepreneurship, one in 
which business failure does 
not cany an unduly nega- 
tive stigma. 

The final report discussed 
under the heading of the 
Jobs strategy looked as 


investment in human capital 
' - s kills and education, it 
noted . .that', there was agree- ■ 
ment : that' investment in 
human capital . should be 
encouraged, -but great -diffi- 
culty quantifying it and 
therefore assessing policy 
effectiveness: 

The 'report .noted that 
between a third and a half of 
adults, in industrial coun- 
tries lacked the. kinds of lit- 
eracy stalls needed to func- 
tion well in modem society. 
The distribution erf b 1TTnB n 
capital and earning power i& 
worryihgiy skewed., i 

The OECD argued that pol- 
icies should focus mine on 
the costs and benefits of par- 
ticular policies. It noted that 
some money spent on college 
and university education 
might yield more benefit for 
society as a whole if it was 
spent an ensuring feat more 
people completed upper sec- 
ondary education. 


OECD SPENDING ON LONG-TERM CARE FOR ELDERLY NEEDS TO BE MORE COST-EFFECTIVE, SAYS REPORT 


Research ‘should focus on the aged’ 


By Robert Cfwta 

Medical research and 
technology should be 
focused on areas such as 
senile dementia and arthri- 
tis. which rob older people of 
their independence, accord- 
ing to a report discussed by 
ministers from leading 
industrial countries yester- 
day. 

Spending on health and 
long-term care, for the 
elderly needs to become 
more cost-effective, the 
report on ageing by the 
Organisation for Economic 


Co-operation and. Develop- 
ment said. 

The report was discussed 
at the OECD’s ministerial 
meeting lb Paris. 

“People are leading longer 
and healthier lives", the 
report noted. 

“Nevertheless, population 
ageing means that health 
and long-term care costs are 
likely to rise, although per- 
haps by less than was once 
feared". 

The report noted that care- 
giving for frail old people 
was often fragmented and 
unnecessarily expensive. 


The industrial country 
think-tank is only the latest 
of several international 
forums to offer its thoughts 
on the implications of an 
ageing population. 

ft noted that over the next 
25 years the number of 
people aged 65 and over 
would rise by 70m, while the 
number of those of working 
age would rise by 5m. 

Many of fee report's con- 
clusions were familiar. 
Countries were urged to cut 
government borrowing and 
move to a mix of public and 
private pension provision. 


The report also noted feat 
the development of funded 
pension systems should go 
hand-in-hand wife reform of 
financial market infrastruc- 
ture. 

“Middle and higher-income 
earners will want to supple- 
ment their public pensions," 
the report said. 

“Therefore, it will be 
important to establish a 
sound regulatory framework 
for private pension funds, 
including occupational pen- 
sion schemes". 

The OECD said that pen- 
sion and tax systems and 


social programmes provided 
a strong disincentive for fee 
elderly to keep working. 

"Removing these disincen- 
tives, perhaps even provid- 
ing positive incentives to 
work longer, and coupling 
them with effective steps to 
enhance fee gmplnyahftity of. 
older workers,' could make 
an important contribution to 
sustaining fee growth of liv- 
ing standards," fee report 
added. . 

Also, it said feat employ- 
ers would have to. change 
their attitude to employing 
older workers. '• 



From Pen die Hill, Gerry Fitzpatrick can look down on 
the Rolls-Royce plant in the Pennines. Here, Gerry 
and his colleagues revolutionised jet engine technolog)' 
by making engine fan blades stronger yet lighter. This 
technolog)' was first launched on Boeing planes and 
when you fly a Boeing 777 today, you can thank Gerry’s 
team for the smooth but powerful take-off. Boeing has 

arc. Mag. .w» • 


been working with European experts Kite Gerry .and 
. their .companies for over 30 years. For tine ample 
reason: we want to woii with people who arc best at 
what they do. Of course, building an’ airplane is '$ 
massive enterprise. It takes teamwork on a grand scale. 
Many individuals, many companies, .many countries. ■ 
But working together, we can do almost anything. 
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IBM is to build, and operate?' 
fee. -new. settlement _bank : 
which is being setup to ban-- 
die fee $3£Q0bn of foreign 


day. 

ICLS Services, .fee_.consar-^ 
titmf srtupbya group pf 
international 

to - handle,, fee foreign.' 
exchange settlement prob- ' . 
1pm, said it MdchOSeO. JBM> 
to and build fee hew- 
settlement system and to 
operate it for at least five 
years after it starts up in 
xnid-2000. The communica- 
tions will be supplied by 
S.wift, which operates fee 
pialn interbank network. . ' 

Yesterday's announcement 
coincides wife fee deadline 
set two. years ago by central 
bankers for the private sec- 
tor to come up wife a solu- 
tion to fee problem of settle- - 
merit risk - in foreign ' 
exchange trading. The dead- ' 
line inspired creation of the 
settlement bank. It also : 
spurred banks to tighten, 
their internal procedures, 
and triggered the develop- 
ment of netting services. 

Foreign exchange trades ' 
today are mostly settled by 
paying fee two different cur- 


rencies ‘separately. .Since : 
banks settie in different time 
zones, there is a - risk 
known <ag Heretatt risk, after 
fee coHapse of .Bankhaus 
^Henstatt in Germany in 1374 ' 

feat a bahkcouldfail after 
receiving one ; leg- oT to for- 
nign. /exchange trades but., 
^before .paying the other leg. > 
’ -When fee Bank starts 
w33 aflow bofe legs of 
fee-trade to be {aid .simufta- 
n«3osly, ehminatingihe risk 
that.ane- bank <ndgbt : faff- in ; 
midstream:' / Stepbm'niielaa, 
managing-' director 'erf; J.P. 
Morgan , and .chairman 1 of 
CLS Services, said fee- can- 
sortinm.bad.now. ..taken “sig- 
nificant steps In realising 

the strategic plan behind the 
formation of CLSS to efimi- 
nate global temktngr expo- 
sures to foreign exchange 
clearing and settlement”. ” 

Membership of CDS Ser- 
vices, has already been, 
.broadened beyond fee group 
of 20 banks, which began -fee 
project and. now ha* 40 
shareholders.: Other finan- 
cial institutions .wflT be. 
giyen the chance to sigh up 
over fee- next .two months, as 
Cl^ Snafises the funding for 
the settlement bank prpjeqt. 

Tndnstrv experts' es timate 
the bank will cost $80ra-$8Qm. 
to -set up. 


' The first stage of the 
banks' plan to tackle Her- 
: dtatt risk was the nieigw of 
two competing multilateral 
"netting services. Echo in the 
UK and Muitfeet in the US. 
-.The combined netting ser- 
vice allows banks to reduce 
their settlement- risk bv 
■ fldd reg all the different gross 
-amounts they owe each 
other and settling only , the 
. net difference. . 

.. CLS Services already has 
.22 banks using to . netting 
system, but the merger of 
Echo and Multinet has 
encouraged others to sign 

tip. Another 31 are preparing 
to join, including some large 
foreign exchange traders 
'such as Citibank, Bank of 

America, National Westmin- 
ster Bank and Bank of 
To&o-Mitsubishi- 
‘ After, fee CLS Bank starts 
up in 2000. some banks will 
use it as their main way of 
eliminating foreign 
exchange settlement risk, 
but others will still channel 
foreign exchange trades 
through the netting service. 
Using the CLS Bank to settle 
fee netted amounts. The 
CLS Bank system will be 
developed by IBM Global 
Services in Belgium, with 
assistance from ATOS. a 
French software company. 



Iraq's foreign minister Mohammed ei .Sahaf in Mew York ye s ter day , 
where he vriHbbby security coundl members aver sanctions . 


NEWS-DIGEST 


SOUTH AFRICA POLITICS 


Mandela plea to keep 
race out of election 

Flanked by political rivals. President. Nelson Mandela, of South 
Africa yesterday caied on politiciteis not. to stir up racial 
hatred m the run-up to next year’s general election and . 
acknowledged opposition complaints about the high levels# 
crime In the country 'since his African National Congress came 
to power in 1994. Political parties. Mr Mandela said in a 
speech to mark Freedom Day -the armivarsaiy of that first . • 
aH-race election four years ago that brought an end to apart- 
heid - should taka care, in the cut and thrust of the coming ■ 
election campaign, not to stir up baser emotions “which were ' 
created by ourdlvisive past and which are yet to foily efisap- 
pear from our . society”. • 

With Mangosuthu Butheieri, the Zulu leader and home 
affairs minister, mi one side and Gerald Motkel; the National 
party’s Incoming Western Cape-premier, on the other. Mr. . 
Mandela made Ws speech from foe same balcony in Cape ' 
Town where he addressed cheering crowds after his release 
from jail in 1990. Victor MaBet, Johannesburg . •• 

ISRAELI ECONOMY 


Interest rate cut 0.3 points 

The Bank of Israel said yesterday It would cut its key lending 
rate in May by 0.3 percentage points to: 11. 9 per cent, in 
response .to failing inflation. The interest rate has fallen 1.5 
points stare February, after the-infldtion rate dropped to 7 per 
centjh'4997',.the lowest In 28. yews; The central bank said it 
must.mabtiain cautious monetary policy to achieve long-term 
price' stability. Amid dedining infla ti o n, however, gross 
domestic, product growth stowed from 4.5 per cent -in 1996 to 
1.9 per cent last year. Preflrrilnary indicators for February and 
March released yesterday by fee Central Bureau of Statistics, 
wans mixed. The data pointed to overall annual, growth 'or'3 
per cent But the bureau said certain sectors, such as tourism 
Whfoh accounts for about 3 per cent of GDP, continued to 
decline. Unemployment has climbed from 6.7 per cent in mid- 
1996 to &3 per cent in February. Avl MachOs, Jerusalem 


FRENCH DIPLOMACY 


Chirac invitation to Syria 

France’s President Jacques'Chirac- has Invited Syria's Presi- 
dent Hafez ai-Assad to visit France in July: The Invitation to - 
the 70-year-old Syrian leader was reported by Agence France 
Presse. the French news agency, but was not directly con- 
firmed fay tire the Bys6e presidential petore. Officials however 
toticated discussions on the visit were taking place but no 
ftm date had been agreed. The French president is anxious ■ ' 
to ptey sfi'apfive roie in the Middle East peace process and 
crifsetths donanance pf WaAington.which is seanby the - ■ 
Arab states as too pro-feraefi; MrChirac Is due to visit Leba- ' 
non at the end of May. Ore issue wB be the prospects tor an' 
Israeli withdrawal, a move needing the endorsarrwt of Mr V . 3 
Assad. Mr Assad has rarely left Syria in recent years and then 
only to visit Cairo or Tehran. Robert Graham, Paris - ' 



UN set 
to keep 
Iraq 
embargo 

By Lam saw at tee Untied 
Rations Id New York 


The United Nations Security 
. Council was last night 
poised to prolong the crip- 
pling embargo in force 
against Iraq for eight years. 
- ignoring Baghdad's threats 
and appeals. 

The 15 Council members 
yesterday met behind closed 
doors to review sanctions 
based an reports by interna- 
tional weapons experts from 
the UN and fee International 
Atomic Energy Agency. One 
report by Richard Butler. 

: jcine^ UN weapons Inspector. 
• -cited Tvfefeally ho ^ progress " 
‘ over the last six months in 
"efforts to determine whether 
-Iniq had dismantled its 
arsenal of deadly weapons 
.and their production facili- 
ties. The decision could 
mark the start of another 
crisis with Iraq over UN 
weapons inspections. 

After KoC Annan, UN sec- 
retary-general, two months 
ago defused the last big cri- 
sis and averted Imminent 
US-led air strikes. Baghdad 
had expected to gain ground 
towards fee lifting of the 
sanctions. This was fee first 
sanctions review since Mr 
Annan struck his accord 
with Iraq guaranteeing 
access to all suspected weap- 
ons sites. 

Faced, wife critical reports, 
and. in spite of divisions 
within the Council over Iraq, 
no Council member, how- 
ever, was expected to 
endorse lifting the embargo, 
imposed after Baghdad 
invaded Kuwait in August, 
1990. 

Among the five permanent 
Council members, Russia, 
France and China are press- 
ing for a softer line towards 
Iraq. Following a favourable 
report from the IAEA earlier 
this month, Moscow has pro- 
posed closing the nuclear 
file. Hie US and Brit ain rule 
out its closure, saying that 
outstanding questions 

r emain. 

. Ahead of yesterday’s 
Council meeting. Bill Rich- 
ardson, US ambassador to 
fee UN, said he would veto 
any move to lift the 
embargo. The decision was 
to be based on consensus 
with a formal vote. 

Diplomats said yesterday 
Mr Annan’s accord had won 
access to suspected weapons 
sites, including the eight 
presidential sites previously 
declared off-limits by Bagh- 
dad, bat that Iraq had still 
failed to co-operate in the 
provision of information on 
their weapons programmes 
as required by Council reso- 
lutions. 

Addressing the Council 
yesterday Mr Butler refuted 
an Iraqi letter which diplo- 
mats said sought to under- 
mine the UN inspection pro- 
cess. Tariq Aziz, Iraqi deputy 
prime minister, last week 
sharply criticised Mr But- 
ter's report, saying tt “repre- 
sents a flagrant model of 
lack of objectivity and fair- 
nes* denying and distorting 
the tecta". . 

; • Tprwin fee lifting of sanc- 
tions, fee XJN must certify a 
dean hill of health for Iraq, 
^ying it had dismantled all 
banned weapons. 
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Strategically located with convenient regional and 
international air links. 

5 Excellent telecommunications - direct dialling 
to more than 200 countries. 

Numerous and attractive tax incentives including 
26 double tax treaties. 

» Highly qualified bilingual staff and 
very competitive operating costs. 

• A oieasant working and living environment 
Including the lowest crime rate in Europe. 
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r more information about Cyprus please contact: 




^ASA 

uricrican Soybean 
Association 


CENTRAL BANK OF CYPRUS 

International Division 
P.O.Box 5529, CY-1395 Nicosia, Cyprus 
Telephone: +357 2 394225 
(8.00 cm - 2.00 pm, Cyprus time) 
Fax: +357 2 378164 
E-mail: idoegcentralbank.gov.cy 
http:/ /www.centralbank.gov.cy 
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ASIA-PACIFIC 

Asia crisis hits ADB lending 


By Peter Mootagnoa, Asia 
Editor, in Geneva 


The Asian Development 
Bank expects to raise up to 
$93bn in international capi- 
tal markets this year and 
reduce its contribution to 
Asia's poorest countries as it 
assembles resources to 
finance Thailand, Indonesia 
and South Korea, the three 
countries worst hit by file 
region's economic crisis, offi- 
cials said. 

To mitigate the impact of 
sharply higher borrowing on 
its balance sheet, the bank is 
recommending to its board 
that no profits should be 
transferred this year to its 


Asian Development Fund, 
which provides subsidised 
loans to the region's poorest 
countries, said Pierre Uhel, 
vice-president Last year the 
bank transferred $230m from 
accumulated profits to the 
development fund. 

Bank officials acknowl- 
edged the move may prove 
controversial. Poorer mem- 
ber countries are likely to 
aigue they are being forced 
to pay for the profligacy of 
South Korea, which took 
$4bn in loans from the ADB 
last year - or 43 per cent of 
the bank's total lending - as 
part of its International Mon- 
etary Fund rescue package. 

Before the crisis South 


Korea considered itself a 
developed country and had 
not borrowed from the ADB 
since 1388, but last year it 
shot back to pre-eminence as 
the ADB’s largest single bor- 
rower. Fuelling the contro- 
versy over its preemption of 
resources is likely to be a 
revelation in the ADB’s 
annual report that South 
Korea is also easily the larg- 
est beneficiary of contracts 
awarded for projects 
financ ed by the hank 
Last year South Korea 
received contracts for ADB 
projects estimated at 
$2.08bn, or 35 per cent of the 
total value let by the bank. 
The amount is almost three 


timM the amramt of $7d8m 
won by China, the next larg- 
est beneficiary. 

But while the impact of 
the regional crisis is likely to 
dominate discussions as 
finance ministers and cen- 
tral bankers gather in 
Geneva for the formal open- 
ing of the ADB's annual 
meeting tomorrow, the effect 
on the bank is already clear. 
Borrowings undertaken by 
the bank last year jumped 
from under $lbn to JSJjSbu, 
including £L32bn in bridging 
finance to meet loan commit- 
ments under IMF rescue 
schemes. Lending soared by 
nearly $4bn to $9Abn. 

With more large loans in ; 


the pipeline, including a 

SL4bn fmanrial sector 1030 
to Indonesia, lending will 
again, be high this year at 
between SSbn and STbu. Mr 
libel said. Emergency rescue 
lending had risen sharply, 
but normal project l endin g 
demand was soft as many 
countries in Asia were find- 
ing it hard to raise comple- 
mentary funds from other 
sources to complete projects. 

Mr Uhel said the S93ba 
figure was a maximum 
rather than a target. “We 
have some lee w a y . We aren’t 
forced to borrow this 
amount but we will go that 
far depending on market 
conditions.'’ 


Japan package fails to impress 


By Pad Abrahams in Tokyo and 
Gay da Jonqueres in Paris 

Investors reacted yesterday 
with disappointment to last 
week's Y16,000bn (gl22bn) 
Japanese economic package 
while in Paris western gov- 
ernments and the Interna- 
tional Monetary Fund gave 
the initiative a cool wel- 
come. Michel Camdessus, 
IMF managing- director, said 
the package “certainly has 
the potential" to arrest the 
decline in Japan’s economy 
and boost its recovery in the 
second half of this year and 
early next year. 


He was speaking after a 
mee tfri g in Paris of ministers 
of the 29-member Organisa- 
tion for Economic Co-opera- 
tion and Development, at 
which Japan appealed to 
other governments publicly 
to back the stimulus plan. 
“Because it is a matter of 
confidence, a positive evalu- 
ation by yourselves and the 
international community is 
essential," Kojl Omi, Eco- 
nomic Planning Agency min- 
ister, said. 

In Japan, the yen tumbled 
against the US dollar, after 
Kazuo Ueda, a member of 
the Bank of Japan’s policy 


board, said a cut in the offi- 
cial discount rate, presently 
at a record low of 0.5 per 
cent, was possible. He 
suggested that it should only 
be done if the economy fell 
into a “very, very serious 
recession", adding that a fur- 
ther depreciation of the yen 
against the dollar by 5 per 
cent to 10 per cent would not 
pose a serious economic risk. 

In contrast, Eisuke Sakaki- 
bara, the country’s top finan- 
cial diplomat, insisted that 
bullish sentiment for the dol- 
lar was beginning to wane 
and that the Japanese 
authorities wore looking for 


the right time to intervene 
“with the wind" to boost the 
yen. 

However, despite Mr Sak- 
akibara's comments, the yen 
dropped sharply against the 
dollar, dropping about Y23 
to near Y13S. Analysts said 
the currency could soon be 
phflll Ping in g the Yl35 mar k 

It also struggled against the 
D-Mark, dropping to Y7380 
in Tokyo, a four-month tow. 
and threatening its Decem- 
ber level of Y74.13. 

The yen was also dragged 
down by concerns about Jap- 
anese export performance in 
the first 10 days of ApriL 


Strong export growth has 
been one of the few props for 
the Japanese economy. How- 
ever, exports fell 5.4 per cent 
during the 10 days, com- 
pared with same period last 
year. Impo rt s dropped 13 per 
cent year on year, reflecting 
the weakness of the econ- 
omy. 

Disappointment that last 
week’s package did not 
include permanent tax cuts 
also hit the equity markets. 
Hie b enchmar k MM 225 
index fell 2.2 per cent to 
15.649. 

See Wcrtd Stock Markets 


Tokyo strives 
to fulfil pledge 
on defence 


By MKtriyo Nafcamoto in Tokyo 

Japan will today show that 
it is serious about living up 
to to its new security role in 
the region. The ruling Lib- 
eral Democratic party win 
submit legislation to the 
Diet, or parliamewnt, which, 
if passed, would enable 
Tokyo to honour its bilateral 
security arrangement with 
the US: This is the linchpin 
of regional security arrange- 
ments and passage of the 
enabling legislation will 
partly offset US criticism of 
Japan's poor management of 
its economy. 

Bat the parliamentary 
debate, which coincides with 
the arrival in Tokyo today of 
Madeleine Albright US sec- 
retary of state, will still pro- 
voke resistance from the 
Socialists, the junior coali- 
tion partner. 

Prime Minister Ryu taro 
Hashimoto, who has come 
under intense international 
criticism for his failure to 
deliver on the economic 


front, cannot be seen mice 
again to founder on a com- 
mitment made to Japan's 
most important ally. 

But Japan may end up dis- 
appointing the US once 
a gain. Mr Hashimoto’s posi- 
tion in his party is weak and 
his approval rating is Bag- 
ging with the Japanese pub- 
lic. Two minor members of 
the coalition government 
oppose the pact and the 
prime minister is simply not 
In a strong political position 
to force through unpopular 
legislation. 

Under a landmark deal 
last September, Japan 
pledged greater support to 
US forces in emergency situ- 
ations in the region. That 
includes greater use by US 
farces of military bases In 
Japan, as well as civilian air- 
ports and ports. Japanese 
logistical support in search 
and rescue operations and 
Japanese participation In 
naval blockades and mine- 
sweeping operations in the 
event of a regional crisis. 



Japan’s pacifist constitu- 
tion prohibits Japan from 
acting collectively with the 
US in the defence of any 
third country. Under this 
US-Japan security alliance, 
co-operation was permitted 
only if Japan acted in self- 
defence. This arrangement 
was increasingly seen by the 
US as unsustainable. During 
the Gulf war, Japan came 
under tremendous criticism 
in the US for its “cheque- 
book diplomacy" of contri- 
buting money but not per- 
sonnel to the western effort 
in spite of Its dependence on 
the Middle East for its oil 
supplies. 

The problem for the LDP 
is that the two minor parties 
in the coalition, the Social 
Democratic party and the 
New Party Sakigake, are 
opposed to its draft of the 


legislation to implement thp 
new security guidelines. The 
socialists in particular, have 
long opposed the US-Japan 
security alliance and are 
opposed to any expansion of 
Japan's military role If the 
LDP tries to railroad the nec- 
essary legislation through, it 
could trigger a collapse of 
the fragile coalition. 

“There needs to be a 
debate on the issue but the 
problem is that the debate 
on the Japanese economy 
has overshadowed discus- 
sions on the new security 
arrangement,” says Kazuya 
Sakamoto, professor of law 
at Osaka University. 

Japan’s Asian neighbours, 
particularly China, have 
reacted nervously to the new 
guidelines, which have 
aroused concern of a revival 
of Japanese military power. 


China, in particular, with 
which Japan has a territorial 
dispute involving several 
disputed South China sea 
islands known as Senkaku 
in Japan and Diaoyo in 
China, is outraged by the 
possibility that Japan might 
assist US military operations 
in the. Strait of Taiwan. 

Mr Hashimoto is already 
under pressure for another 
security issue involving the 
reduction of US military 
bases on Okinawa, the 
southern island where 75 per 
cent of the land used for US 
forces stationed in Japan is 
concentrated. But Mr Hashi- 
moto’s authority is diminish- 
ing. With a hostile public 
and party, his chances of 
pleasing the US on the secu- 
rity front after displeasing it 
on the economic front look 
slim. 


Hyundai 
says mass 
sackings 
necessary 

By Jobs Barton in Seoul 

Hyundai Motor, South 
Korea’s largest carmaker, 
will press ahead with plans 
to ^ as much as a fifth of 
its workforce despite fears 
that this coaid provoke 
national labour unrest 

Chung Mong-gyu, Hyundai 
Motor's chairman, yesterday 
said redundancies were 
necessary for Hyundai to 
report a 1998 profit as domes- 
tic car sales have plunged 40 
per cent due to Korea’s eco- 
nomic crisis. He expected 
domestic sales would not 
recover for another four or 
five years. 

“Every Korean car com- 
pany has to cut its work- 
force. Somebody has to start 
the process,” said Mr Chung 
in acknowledging the action 
would be controversial. 

Analysts believe that mass 
redundancies at Hyundai 
would be the signal for wide- 
spread Trwingfrrlal action as it 
| would be the first time that 
a large number of unionised 
■ industrial workers would be 
sacked and set a precedent 
for other conglomerates to 
talw ■crmflar steps. 

Korea’s unemployment 
rate climbed to 6.5 per cent 
in March, tha highest in 12 
years, with the jobless con- 
centrated among recent 
graduates and other young 
workers In mainly non-u- 
nionised small businesses. - 

“We are heading for a hot 
summer with the workers 
taking to the streets. They 
have no extensive social : 
safety net and fed that they 
are unfairly talcing the brunt ! 
of corporate restructuring," ! 
«iid Henry Morris of Indus- 
trial Research and Consul- 
tancy in Seoul 

Trade union militancy 
could deepen Korea’s eco- 
nomic crisis by discouraging 
fo r eig n investments needed 
to revitalise the nation’s 
debt-heavy industrial sector. 

Hyundai workers are affili- 
ated with the dissident Kor- 
ean Co nf e de ration of Trade 
Unions, which represents 
more than 500,000 workers in 
tha car, electronics and ship- 
building industries. Its new 
leader. Lee Kap-yong, is a 
former h^«d of thp Hyundai 
group unions. He has vowed 
to resist a collective trade 
union agreement made with 
the government in February 
to end lifetime employment 
guarantees in return for 
improved social benefits. 

With capacity utilisation 
at Hyundai’s car plants fall- 
ing to 40 per cent, the com- 
pany has put nearly 15,000 
works* on paid leave at 70 
per cent of thezr regular sal- 
ary. Mr Chung expected 
"strong resistance” to job 
cuts but predicted Hyundai 
would succeed in reducing 
its workforce of 46,000. 



ffijCUEAR POWER STATWNNB 


Shanghai plans supply of 
generating equipment 


Shanghai plans to establish a nuclear power group to fauM 
generating equipment to Chinas largest 
country’s aim to supply more toca fly-m ade machinery tar a _ 
growing number of ntrclear power stations. . 

China has laid out plans to multiply the small number c* 
nuclear power ptants in tha country, as port of B# efforts to 

lncreasa altwnativ® energy sources and reduce ratoica on 

coal-fired power. Nuclear power accounts for roughly l par 
cant of total electric power output, but Beijing has sat a tsgat 
of increasing that level to 4 par cant by aorty next CWfoxy- 

The new company, announced yesterday m oneo* stwng- 
haTs leafing state-owned newspapers, wffl bekxgadout of 
existing businesses and nuclear research facffihs^™gw^ 
aims to have amua! sates of eqiapmera worth Yn5bn (56C3m) 
by 2010, according to the Wanhuibao. The enterprises form- 
ing tha naw business win be the Shanghai Electric Grcvp. the 


INDONESIAN PROTESTS 


Students clash with police 

Police again fired rubber bullets and tear gas at protesting 
students in two cities yesterday, the latest in a spate of 
dashes that highlight the rising political tension In Indonesia. 

At least one police officer and four student were hurt at 
Mataram University, on the island of Lombok, when students 
tried to fight their way off campus and police responded by 
shooting rubber bullets. At two universities hi Medan, Suma- 
tra, police fired tear gas today at students and other protest- 
ers who tried to join them. Students, in turn, threw stones at 
police. 

Police have been mostly tolerant of isolated student dem- 
onstrations on dozens of campuses but intervened when stu- 
dents tried to move into the streets or joto other groups. In 
three of the past four days fighting has erup ted as students 
grow ever more numerous and assertive in urging other 
groups hi society to join them. Sander Thoenes, Jakarta 


DOCK ERS DISPUTE 

Reinstatement freeze extended 

Australia's waterfront dispute remained unresolved yesterday 
fbOowinga High Court decision to extend until today its freeze 
on a lower court order for Patrick Stevedores, the country’s 
second largest stevedoring company, to reinstate 1.400 dock- 
ers dismissed earlier this month. Gerard Brennan, a High 
Court judge, said the stay would continue until the conclusion 
expected today of a hearing into an appeal by Patrick against 
the reinstatement onto. 

In a separate development, results of a national pod 
announced yesterday showed the first significant shift In pub- 
lic opinion against the government for its tough stance on 
waterfront reform. The shift could inffict further political dam- 
age on the conservative coafition of John Howard, the prime 
minister, which has pubfidy supported Patrick's moves and 
planned to make further labour reform a feature of its forth- 
coming ejection campaign. Gwen Robinson, Sydney 


OBITUARY: NGUYEN VAN UNH 
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Former Communist chief dies 

Nguyen Van Unh, who launched Vietnam's economic reforms 
as Communist party general secretary, died yesterday. He 
was 82. No cause of death was given other than a statement 
that Unh had suffered from a long, serious Illness. 

Unh, a Bfeiong Communist revolutionary, revitalised Viet- 
nam’s economy with free markets and foreign investment 
after decades of rigid state control. But he shook up a party 
congress In June 1996 when he gave a speech suggesting 
the party was corrupted at the top and accusing foreigners of 
seeking to exploit Vietnam and topple socialism. 

Unh also eased Vietnam's international isolation by ending 
the decade-long occupation of Cambodia, normalising rela- 
tions with China and making overtures to toe US. He also 
brought unprecedented openness by writing a newspaper col- 
umn, “Things That Must Be Done Immediately", that con- 
demned official corruption. AP, Hanoi 
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INTtRNAl IONAL ECONOMIC INDICATORS; BALANCE OF PAYMENTS 


Trade figures are giver in faSons of European currency emits (Ecu). The Ecu exchange rets dhows tha number of national currency into per Ecu The nominal eOBcttve 
UChatgl rate is art Index with 1990*100. 
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By Richard Wotffe and 
Hmcy Dune to Washington 

The bead of the US Federal 
Communications Commis- 
sion yesterday said be was 
determined to ensure that 
deprived co mmunities have 
the same access to digital 
and internet services as 
wealthy areas. 

William Kennard. chair- 
man of the FCC, said new 
infrastructure In advanced 
telecommunications - which 
needed to serve all parts of 
the US - would be built 
“over the next several 
years". 

Speaking to a meeting of 
industry leaders in Washing- 
ton, he said he wanted to 
work with the private sector 
to ensure there was no “digi- 
tal divide between the haves 
and have-nots". 

“I need your help in mak- 
ing sure that new advanced 
services can become pipe- 
lines of opportunity not just 
for the affluent areas, but 
also for rural and inner-city 
America." he said. 


However, Mr Kennard 
he would leave it to the free 
market to decide which part 
of the industry — cable, wire- 
less or wireline technology — 
won the battle to establish 
broadband, high-speed ser- 
vices for internet and data 
communications. 

But he had no objection to 
telephone companies gatntng 
an advantage over their 
rivals by using their T«vai 
networks - as long as they 
did not prevent others from 
gaining access to any “essen- 
tial facility". 

To promote new services, 
Mr Kennard preposed reduc- 
ing regulation on new tech- 
nologies. He pledged to 
investigate how companies 
could "experiment" with 
new services without seek- 
ing pre-approval from regu- 
lators - at least until the 
service was ready to be sold 
as a commercial offering. 

Mr Kennard’s comments 
come as Congress has raised 
concerns about the future of 
rural telecommunications 
companies, which rely on 



Kenrmnfc TtfaJdhqstavtftrt newad va ncad s afvtaw can become p kwflrww of opporfa gU t y * 


financial support under 
so-called “universal service" 
funding. The FCC is cur- 
rently refo r m ing such bind- 
ing in Hn» with 1996 legisla- 
tion. 

• The FCC has lifted broad 
regulatory restraints on 
Comsat Corporation, the 
global provider of satellite 
and digital networking ser- 


vices, it emerged yesterday. 

The commission elimi- 
nated on Friday the 
long-standing regulatory 
controls over Comsat. 
Comsat was more tightly 
regulated than its competi- 
tors because of its exclusive 
rights to provide services to 
the Intelsat satellite system. 
This advantage has been 


eroded recently by new pri- 
vate satellite systems. 

Comsat said the move 
deregulated services 
accounting far 85 to 90 per 
cent of its revenues. 
“Comsat win now be able to 
price its existing services 
more flexibly and introduce 
new services and products 
more quickly." 


FASB may outlaw pooling of interest 


^statement freeze extended 
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By Daniel Botfer and 
Wfffiam Lewis In New Yoric 

The top US accounting 
watchdog is considering out- 
lawing “pooling of interest" 
ndes, the ancnimting treat- 
ment used for most of the 
recent, large all-share merg- 
ers. 

The US Financial Account- 
ing Standards Board is also 
thinking about overhauling 
the treatment of goodwill, 
the premium paid over and 
above a company's ta ngible 
assets. 

The new guidelines would 
form part of an ambitious 
FASB attempt to overhaul 
its approach to mergers and 
acquisitions (M&A) and to 


move to a single method of 
accounting for business com- 
b inations. 

Currently, US companies 
can account for an acquisi- 
tion either as a purchase, or, 
if they satisfy certain condi- 
tions, as a pooling. The 
advantage of the latter is 
that it is usually tax-free and 
does not create any goodwill, 
which has to be amortised 
over subsequent years and 
therefore penalises earning*: 
growth. 

But both the FASB and 
the Securities and Exchange 
Commission have become 
concerned that companies 
are stretching the rules to 
dress up acquisitions as 
mergers in order to account 


for them as poolings. Pool- 
ings have risen from 2 pa* 
cent erf all US M&A transac- 
tions in 1992 to 31 per cent so 
far in 1998, according to fig- 
ures compiled by Securities 
Data Company. 

Tim Lucas, director of 
research and technical activ- 
ities at the FASB. said: “Not 
allowing pooling is one pos- 
s&flzty. If there was only one 
approach to business combi- 
nations that would solve 
quite a few problems.” 

A less dramnlan alterna- 
tive would be to tighten the 
rules under which poolings 
are allowed. But Mr Lama 
painted out that businesses 
already have to meet 12 con- 
ditions to qualify for pooling. 


and he doubted whether fur- 
ther hurdles would have the 
desired effect: “Companies 
and their lawyers are inven- 
tive. My suspicion is that 
any test we devise will come 
under pressure.” 

At the same time, the 
FASB is weighing further 
change s which would allow 
companies to capitalise good- 
will. But instead of amortis- 
ing it as at present, they 
could maintain its balance 
sheet value and periodically 
test it for impairment. This 
would avoid depressing earn- 
ings and is simitar to rules 
about to be adopted in the 
UK. 

A move to outlaw pooling 
would undoubtedly upset US 


industry, according to David 
Kaplan, a Price Waterhouse 
partner and its associate 
national director for 
accounting services. “Com- 
panies like poolings,” he 
said: “and many structure 
their b usiness affairs in such 
a way as to he able to do 
poolings. The goodwill 
changes might mitigate that 

a hit" 

Mr Lucas emphasised that 
FASB had not taken any 
firm decisions yet. The 
watchdog is hoping to pro- 
duce a paper outlining its 
thinking by the end of the 
year, with thp aim of moving 
to a new standard by 2000. 

LaxTpage 18 


inner Communist chief dies US securities computers I Canada confidence vote 
£ " not ready yet for Euro over hepatitis package 
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US securities firms have not 
yvt prepared their computer 
systems for the introduction 
of the single European cur- 
rency, the Securities Indus- 
try Association warned yes- 
terday. 

The launch of the euro 
next year poses a “substan- 
tial risk" that US firms 
involved in European mar- 
kets will be unable to man- 
age twin-track computer 
systems in both the euro and 
printing currencies. An SIA 
study of the euro’s impact 
caita on US firms to take 
steps to invest in new com- 
puter systems, but warns 
this will be complicated by 
the need to deal with the 
“year 2000 problem". 

The study quotes esti- 
mates that securities firms 
will need to pay 20 per cent 


more on euro-related com- 
puter problems than the 2000 
issue, which is caused by the 
switch in dates from two to 
four digits. 

Everett Ehrlich, author of 
the report and a former 
Commerce Department 
under-secretary, said the 
euro would also offer US 
firms new markets to 
replace lost revenues from 
trading in European 
currencies and government 
debts. 

Mr Ehrlich said US firms 
would be in a strong position 
to profit from the growth of 
the junk bond market in 
Europe, whore high-yield 
issues are worth $2 bn 
compared to $250bn in the 
US. 

The US securities industry 
will also be able to expand 
its business in securitisa- 
tions of household assets, 
such as credit card debts, car 


loans and mortgages. 

The SIA forecast that ster- 
ling assets will beco me 
highly attractive to US 
invest o rs, as long as the UK 
remained o utsid e the earn. 
Sterling would represent 
“one of the few remaining" 
chances for investors to 
dive r si fy their portfolios, it 
said. 

But the report warned that 
sterling would only enjoy a 
short-term, boost, as London 
could not remain a world- 
class financial centre if it 
stayed outside the euro 
beyond 2003. 

The SIA study comes as 
Congress is preparing to 
investigate the impact of the 
euro on the US economy. 
Members of the House bank- 
ing committee will today 
hear testimony from a series 
of European economists and 
US nwawetaj leaders osx the 
single currency project. 


Islands weather the storm 
over waste disposal for liners 

The Caribbean governments’ refusal to give way on their 
demands for a waste tax has paid off, reports Canute James 
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G overnments of several 

tourism-dependent 

Tcinndo in the eastern 
Caribbean and cruise ship 
lines which call at their 
ports have resolved a 
protracted, bitta* and poten- 
tially damaging quarrel 
about who should pa y for 
the disposal of waste from 
ships. 

The row threatened an 
important source of income 
far the islands located in the 

most popular region among 
cruise fines. 

The governments of seven 
islands wiU impose a $1-50 
levy on each disembarking 
cruise ship passenger from 
Friday, to finance the con- 
struction of facilities for 
waste from cruise 
ships. A similar levy is being 
topoaed In less controversial 
cfrcumstanctt on land-based 


"Oie . governments contend 
ytt the levy is necessary ff 
% w to gain access to 
bwney fcom the World Bank 
w fond the -waste manage- 




However, the cruise linns 


which call at Caribbean 
ports bad objected to the 
levy, saying it was not neces- 
sary, and that it was in addi- 
tion to a tax ranging from $3 
to 515 already being paid by 
passengers on ships which 
call at Caribbean ports. One 

line, Carnival, had threat- 
ened to cease calls at Gre- 
nada if the eastern Carib- 
bean governments went 
ahead with the extra levy. 

“We are seeking a partner- 
ship with the cruise ship 
industry and we are not 
interested in hostility," said 
Sir James Mitchell, prime 
master of St Vincent “Our 
foTonds have signed interna- 
tional conventions against 

the dumping of waste at sea. 
The World Bank is fostering 
on this charge being terjed 
on the cruise ships and has 
said we wUl get no funds 
unless the levy is imple- 
mented.” 

The cruise lines were per* . 
suaded by the World Bank to 
<105, their objection to the 
levy. “The more information 
they got wi the issue the 
more they realised that the 


countries are united on 
this," Mid a Mninr nffifttal of 
♦bo Bank. 

“The Banlr grptaiwpri the 
rationale for the levy. It is 
not targeting any one group, 
it is for everybody." The 
inlands ' coDectian of file levy 
was a condition for a 540m 
World Bank loan far the con- 
struction of waste disposal 
systems Is the region, 
according to government 
offlriaLs. 

Sir James and his col- 
leagues were convinced that 
the lines would eventually 
have paid the levy, as they 
would not easi l y have aban- 
doned the Caribbean region. 

“Seventy five per cent of 
the world’s cruise business 
is done in the Caribbean 
Basin, including Mexico, 
Venezuela, Florida and the 
teiimda- We are the only part 
of the* world where the 
cruise ship industry can 
operate all year." 

Cruise ship tourism is Mg 
business for the lines and 
the governments in the 
archipelago. Between 1986 
and 1998, the volume of 


By Scott Man tec a in Tomato 

The Liberal government of 
Jean Chretien, Canada's 
prime minister, faces a confi- 
dence vote tod ay over a 
C$Llbn (US$766m) compen- 
sation package for an esti- 
mated 22,000 victims who 
contracted hepatitis C from 
tainted blood provided by 
the nation’s healthcare 
systems. 

The opposition Reform 
party is arguing that the 
package, which only com- 
pensates those Infected 
between 1986 and 1990, is 
insufficient. It has intro- 
duced a motion urging the 
go ve rnment to compensate 
all victims infected with the 
virus by tainted blood. 

The government said 
recently it would compen- 
sate those Infected when a 
test for hepatitis C was 
available but not used by the 


cruise passengers visiting 
the Caribbean increased 
from 5m to IG-Sm. 

The eastern Caribbean 
islands attracted 41 per cent 
of these. The Caribbean 
Tourism Organisation (CFO) 
forecasts that the volume of 
cruise ship tourists to the 
region win reach l&4m by 
2000. Expenditure by cruise 

passengers hi Caribbean des- 
tinations in 1996 totaled 
$L2bn, according to the 
CTO. 

In an effort to earn more 
fV nm cruise tourism, and to 
cater to the larger ships 
being used by cruise lines, 
Antigua, Dominica, Grenada, 
St ffitts, St Lucia and St Vin- 
cent are spending about 
$40m to construct and 
improve p<st facilities. 

The cruise ship lines had 
originally argued that the 
levy was not needed because 
there was no problem with 
the disposal of waste by 
ships in the Caribbean. 
Ships already had facilities 
to handle waste, and the 
levy was “an undesirable 
additional tax". 

However, hoteliers sup- 
ported the governments. 
Cruise ship lines should 
become full partners in 
T flCTTttefTifog the Caribbean 
cruise industry, mid Ather- 
ton Mar tin, p resident of the 
Dominica Hotel and Tourism 

Association. 

“If they refuse, we should 
be bold enough to teD them 


Canadian Red Cross. But it 
was not responsible for those 
infected before the test 
became available in 1986. 
Some suggest the federal 
government could be liable 
for an extra C83bn should an 
estimated 60,000 people 
infected prior to 1986 become 
eligible for compensation. 

Mr GhrMen raised the 
stakes last week when he 
said the Reform party 
motion amounted to a vote 
of confidence in the govern- 
ment, even though opposi- 
tion leaders have insisted 
that is not the case. 

The prime minister hastily 
rescheduled his weekend 
trip to Cuba in order to 
return in time for today’s 
vote. He has ordered Liberal 
party MPs to toe the party 
line, but several Liberal 
backbenchers have indicated 
they are uncomfortable with 
the government’s position. 




With the Liberal majority 
trimmed to 11 in last year's 
federal election, a handful of 
dissident Liberals could lead 
to a government defeat. 

Observers are surprised 
the prime minister has 
upped the political ante on 
what appears to be a small 
issue. A loss would prove 
embarrassing for Mr Chre- 
tien, but few expect him to 
call an election. Under par- 
liamentary tradition, the 
Liberals would be expected 
to resign, but observers sug- 
gest they would be more 
likely to alter their position 
and bold another confidence 
vote tomorrow. 

Mark Assad, a liberal MP 
who bas lobbied for hepatitis 
C victims for seven years, 
said he would vote to sup- 
port the government today 
in the hope it would intro- 
duce an expanded compensa- 
tion package. 





that if they are not willing to 
pay to help the environment . 
in the Caribbean, which is 
the most important cruise 
destination in the' world, 
they should find somewhere 
else to go." 

The islands' governments 
want the cruise industry to 
play a significant role in 


tourism development, said 
Kenny Anthony, prime min- 
ister cf St Lada. 

“I think that now that we 
have got over this hiccup 
that the partnership that we 
are forging will deepen, and 
that they wifi better under- 
stand that these islands are 

firm an thk matter." 


Caracas 
parties 
seek poll 
reform 

Bn Rayrnood CoMt in Caracas 


In an drive to boost 
prospects for victory and 
head off a shift towards inde- 
pendent candidates, Vene- 
zuela’s mainstream parties 
have stepped up their cam- 
paign to reform the electoral 
law. Their aim is to faring 
forward local and regional 
elections from December’s 
presidential vote. 

Congress could vote to 
reform the law as early as 
this week, said Aristides 
Hospedales, secretary- 
general of the snetai demo- 
cratic AD party, the coun- 
try’s largest 

Leaders of AD and the 
social Christian Copei party 
met the head of the electoral 
council last week, arguing 
that the newly elected body 
was ID -prepared to carry out 
elections for several thou- 
sand public officials on 
December 6. Every 15 years 
presidential elections coin- 
cide with local and regional 
elections. 

Behind the rhetoric over 
the problems of a single elec- 
tion round, traditional par- 
ties are worried about the 
strong independent presiden- 
tial candidates Hugo Chavez, 
the former coup leader, and 
Irene S&ez. the ex-beauty 
queen and current mayor of 
a Caracas district 

“They fear supporters of 
independent presidential 
candidates may also vote 
against the established par- 
ties at a regional and local 
level," said one analyst The 
electoral council was created 
last year to guarantee more 
autonomy from party influ- 
ences. Yet appointments 
were delayed ova- a drawn- 
out power struggle in con- 
gress. 

Nearly all parties would 
benefit by separating 
national from local and 
regional elections. AD. 
which boasts an efficient 
party machinery throughout 
the country, still lacks a 
promising presidential candi- 
date. Copei is still struggling 
to win over Ms S&ez as its 
candidate 
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Research shows that to a business class passenger 
on a long-haul night, tha comfort of seating is the single 
most important thing. 

And yet these passengers rarely choose an airline for 
its seat If they did. they'd ad be flying JAL 

Our unrivalled design gives you the highest possible 
standard of luxury and comfort After all. It's our 
business to ensure that you arrive in the perfect state or 
mind for yours. 

For flight bookings or more information call your 
local JAL office or contact your travel agent 


Japan Airlines 


A BETTER APPROACH TO BUSINESS 
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EUROPEAN AIRCRAFT INDUSTRY PARTNERSHIP DISSOLVED AFTER DISPUTE OVER 70-SEATER JET 


Air regional aircraft venture collapses 


By Michael SkapHcer, 
Aerospace Corespondent 


A three year-long attempt 
to produce a powerful 
European regional aircraft 
company collapsed yesterday 

when Aero International 
Regional (Air) announced 
that it was being dissolved. 

When Air. a partnership 
between British Aerospace, 
Aerospatiale of France and 
Alenia of Italy, was set up In 
1995, it was hailed as “a 
great day for the European 
aerospace industry”. How- 
ever, Ah' was plagued by dis- 


agreements between BAe 
and the other two companies 
over whether to build a new 
T&seat jet 

The French and Italians 
will continue to co-operate 
through ATR, their joint 
venture. But BAe will now 
go its own way, although all 
three will continue to share 
accommodation in Toulouse 

and Washington. 

The collapse comes as the 
European aerospace indus- 
try struggles to consolidate 
to confront large North 
American wimpanifts such as 
Boeing and Lockheed Mar- 


tin. Aerospatiale said yester- 
day that it would look for 
new European partners for 
ATR, but there appear to be 
few candidates. Saab has 
been linked with BAe, which 
is expected to take a minor- 
ity stake in the Swedish 
company. 

Daimler-Benz Aerospace 
(Dasa) of Germany sold Dor- 
mer, its regional aircraft 
subsidiary to Fairchild Air- 
craft of the US in 1996. Dasa 
also suffered from the col- 
lapse in the same year of 
Fokker, the Dutch aircraft 
maker in which it had a 


majority stake. Dasa said 
yesterday: “We are not a 
partner for the regional 
aircraft business of 
ATR." 

Air was initially set up fix' 
the three companies to pool 
their marketing and cus- 
tomer service, but they said 
at the time that they hoped 
to manufacture regional air- 
craft. Jointly too. They said 
they needed to merge their 
operations because their 
were 17 companies manufac- 
turing regional aircraft 
worldwide. 

However, plans to expand 


Air’s operations never made 
progress. “This is not so 
much a divorce as a mar- 
riage which was never con- 
summated," one European 
aerospace manags said yes- 
terday. 

The differences focused 
over plans to manufacture 
new regional Jets. Air talked 
to China about producing a 
new 100-seat jet 

However, the Chinese 
made it clear that they 
would prefer this project to 
be managed by Airbus 
Industrie. Air’s longer-estab- 
lished Toulouse neighbour, 


which is owned by BAe. 
Aerospatia l e, Dasa and Casa 
erf Spain. 

Air then turned its atten- 
tion to the idea erf manufac- 
turing a 70-seat jet, but BAe 
said it did not think the proj- 
ect was viabl& The UK com- 
pany is undastood to have 
concluded that, given its 
other priorities, which 
included helping to turn 
Airbus into a limited 
company, it could not 
afford to devote money 
and m ana gement time to 
the TOseater. 


Japanese consumers barely get chance 
to acquire a taste for foreign rice 


mce imports 
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Imports continue to increase but too many factors are keeping 
the product off the dinner table, Michiyo Nakamoto writes 


J apanese consumers have 
developed an appetite for 
foreign foods, with the 
notable exception of rice. 

While Californian oranges, 
Canadian salmon and Dan- 
ish pork line the shelves of 
Japanese supermarkets, 
■when it comes to rice, con- 
sumers ran find little other 
than Japanese brands. 

Three years ago, Japan 
reluctantly opened its mar- 
ket to foreign rice in compli- 
ance with the Uruguay 
Round agreement reached in 
1993. But very little of that 
rice finds its way on to Japa- 
nese dinner tables and few 
Japanese are likely even to 
be aware of its presence 
within Japanese borders. 

After the Uruguay Round 
agreement, in 1995 Japan 
imported 4 per cent of 
domestic consumption In its 
first year of limited market 
opening. By the year 2000, 
the ratio is set to rise to 8 
per cent, at which time nego- 
tiations under the World 
Trade Organisation are 
expected to set the stage for 


farther liberaHsation. 

But as imports of foreign 
rice continue to Increase, the 
lack of availability in stores, 
and therefore familiarity, 
means that Japanese con- 
sumers have barely had a 
chance to overcome their 
traditional bias against for-, 
eign rice, long considered 
inferior to domestic rice. 

In the first year of opening 
the market to imports, the 
Japanese government 
imported 410,000 tonnes of 
foreign rice, mostly from the 
US. China, Australia and 
Thailand, according to the 
Ministry of Agriculture. For- 
estry and Fisheries. 

Of that amount, as much 
as nearly 70 per cent, or 
280,000 tonnes, ended up as 
inventory and 90,000 tonnes 
went towards processed 
foods such as rmso (a soup 
paste), while just 40,000 
tonnes was distributed as 
rice for straightforward con- 
sumption. mostly in ethnic 
food restaurants, according 
to a ministry official. 

As a result of the large 


gmount of foreign rice put 
aside as stock, foreign rice 
has come to comprise as 
much as 15 per cent of Japa- 
nese rice stocks, despite 
being only 4-5 per cent of 
total -available volume. 

Last year, imports rose to 

511.000 tonnes. Combined 
with the 310,000 tonnes left 
over as inventories, Japan 
had 821,000 tonnes of 
imported rice. The bulk of 
that went into processed 
foods or was sent overseas 
as food aid or put into ware- 
houses as stockpiles kept in 
case of emergencies. Only 

30.000 tonnes was released 
on the market as rice for 
consumption as a staple 
food. 

The agriculture ministry 
acknowledges that only a 
small amount of rice goes to 
supermarkets but says this 
is simply a result of poor 
market demand. “Japanese 
consumers prefer domestic 
rice," says one official. 

However, the government 
clearly has no interest in 
mfliring it easier for consum- 


ers to become more familiar 
with imported rice and 
therefore develop a taste for 
lL 

A government-controlled 
impart system, far example, 
makes it difficult for retail- 
ers to offer steady supplies, 
even if they wanted to. 

Under the system, the Jap- 
anese government holds a 
tender for the high quality 
rice destined for sale to con- 
sumers four times a year. 
The tenders have generally 
been held every quarter but 
importers are not given pre- 
cise information on the tim- 
ing of the sales or the quan- 
tities being offered. 

As a result, Daiei, a large 
supermarket operator, for 
example, has no plans to 
offer offer customers 
imported rice, even though it 
found reasonable demand for 
the California rice it sold at 
its supermarkets last Decem- 
ber. The company says it 
does not know when the 
next auction for imported 
rice will take place, making 
it difficult to plan ahead. 

At the same time, the gov- 
ernment mark-up that is 
part of tiie system means the 
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price oflmported rice is not 
as attractive to consumers 
as it could be. 

At Y1.680 ($128). a 5kg bag 
of premium California 
koshihikari, a popular type 
of high quality rice, may 
seem good value against Jap- 
anese koshihikari prices, 
which come to about Y2.480 
for 5kg. 

However, retail prices rep- 
resent a near doubling of the 
purchase price as it goes 
through the system, a US 
official notes. 

The problem the Japanese 
government faces is that 
while it has agreed to liber- 
alise the rice market, it faces 
an excess of domestic pro- 
duction. Japanese consum- 
ers have been eath^ more 
bread and pasta and less 
rice. 


Last year, the surplus 
came -to a 62m tonnes. This 
year, it is expected to rise to 
3.8m tonnes, according to 
government statistics 

The USA Rice Federation, 
which promotes US rice in 
Japan, is confident that high 
quality US rice is winning 
acceptance among Japanese 
consumers. Past experience 
at retailers has shown 
greater demand than the 
retailers initially expected, 
the federation points out. 

But while foreign produc- 
ers may be looking forward 
to further liberalisation of 
the Japanese market at 
upcoming WTO negotiations, 
without greater availability 
of foreign rice today they are 
unlikely to win resounding 
support from Japanese con- 
sumers in two years' time. 


Philippines invites fighter aircraft bids 


By Justta Marozzi in Manila 


The Philippines yesterday 
took an important step 
towards the $8.5bn 
modernisation erf its armed 
forces by selecting 14 
international defence groups 
to bid for a contract to 
supply fighter aircraft and 
patrol vessels. 

President Fidel Ramos has 
given top priority to the 
requirements of the navy, 
whose inadequacies were 
highlighted last year when a 
series of incursions by 
Chinese vessels into the 
disputed Spratly Islands 
rattled Manila. 


At present, the average 
age of the, navy’s ships is. 30 
yfears. 

' But the Asian crisis and 
the collapse of the Philippine 
peso have forced Manila to 
cut government 

expenditures and the list of 
weaponry requirements, 
described as “extremely 
optimistic" by one European 
official, has been scaled 
back. 

In the first five years of 
the 15-year programme, the 
navy is now planning to 
purchase three offshore 
patrol vessels, and the air 
force 13 multi-role fighter 
jets, which together will 


represent half the $8.5bn 
procurement budget passed 
by Congress l£|f 'year.; 

Vbsper Thornycroft of the 
UK, Blohm & Voss and 
Lurssen Werft of Germany, 
Spain's Bazan National, 
France’s DCN International, 
Tenix Defence Systems of 
Australia, Litton Ingalls of 
the US and Hyundai of 
South Korea will be asked to 
submit bids for the naval 
vessels. 

The navy had been looking 
to purchase 24 patrol craft. 
16 patrol boats, six offshore 
patrol vessels, six corvettes, 
three frigates, five seaplanes, 
nine multi-purpose 


helicopters, three mine 
warfare .vessels, four 
transport* ; nhips and four 
tugboats. ' V 

The air force, whose 
frontline aircraft date bade 
20 years, will choose from 
Boeing and Lockheed Martin 
of the US. British 
Aerospace's new fig h ter jet, 
Israel’s Kfir 2000. the Mirage 
2000-5 of France and Russia's 
MIG 29. 

European defence 
companies are hoping the 
Philippines wiQ diversify its 
range of suppliers away from 
the US, on which it has 
traditionally relied.Last 
year, the navy acquired 


three second-hand British 
Peacock^p^rol 


‘TKeTv,D&ajor defence 
exporting' countries have all 
beaten a path to Manila 
because they can see there is 
a major requirement and 
there is money available 
under the modernisation 
plan,” said a western defence 
attache. 

“They are all a little wary, 
however, because defence 
contracts take time and the 
Philippines has no 
experience in procurement” 
There is a large number of 
potential pi tfalls. " 

The procurement process 
is Manila's first after the 


long period of dependence on 

the^US s (pr its external ^yesterday voted £o drop its 


defeBOe^tiud has been beset 
by delays. 

Foreign defence officials 
have : been helping their 
Philippine counterparts to 
draw up a framework for the 
tendering system. 

The 14 companies selected- 
yesterday were given 60 days 
to submit o ffe rs - 

Fortunate Abad, defence 
secretary said contracts 
were expected to be ready in 
14 months, by which time 
a new administration will 
be in office following 
national elections next 
month. 


France blocks 
bid for EU-US 

‘marketplace’ 


By MB Bnckkqr In Uuomboarg 


Plans for an ambitious "New 
Transatlantic Marketplace” 
(NTM). sweeping away trade 
barriers between the Euro- 
pean Union and US. were 
dealt a blow yesterday When 
France blocked moves to put 
thorn on the agenda of next 
month’s EU-US summit 

EU foreign ministers 
agreed that resolution of the 
long-ninnlng dispute over 
US extra-territorial legisla- 
tion on Cuba, Iran and Libya 
was a “pre-condition" for 
development of transatlantic 
trade. Officials said an agree- 
ment might still be possible 
before the transatlantic sum- 
mit on May IS. 

Ministers were unanimous 
that ways of deepening 
transatlantic trade and eco- 
nomic relations were a prior- 
ity for summit discussions. 
But yesterday’s meeting 
named France as a continu- 
ing opponent of the New 
Transatlantic Marketplace 
initiative - brainchild of Sir 
Leon Brittan, EU trade com- 
missioner - noting several 
other states had “specific 
concerns". 

,r We have a mandate to 
carry forward preparations, 
and look at how we can 
make progress on improving 
[EU-US 1 trade,” said Robin 
Cook, UK foreign secretary. 
“We don't anticipate those 
specific discussions at the 
summit proceeding from the 
precise document on the 
NTM.” 

Pierre Moscovici, France’s 
European affairs minister, 
said it was dear Sir Leon's 


NTM proposals could "in no 
way form the basis for prep- 
arations for the May sum- 
mit." The so-called New 
Transatlantic Agenda, 
adopted by the EU in 19K», 
provided the necessary 
framework for continuing to 
develop EU-US trade. 

France has consistently 
opposed the NTM proposals, 
which call for a transatlantic 
free trade area in services, 
and the sweeping away of 
industrial tariffs by 2010, 
provided other countries fol- 
low suit. 

Paris fears such talks 
could undermine multilat- 
eral trade liberalisation, and 
drag in the sensitive areas of 
agriculture subsidies and 
audio-visual services, despite 
Sir Leon's Insistence that 
these could be excluded. 

Yesterday's compromise 
reflects attempts by the UK’s 
EU presidency to balance 
France's opposition and the 
desires of many states to 
progress on liberalising 
trade links with the US. 
Other EU states want to 
avoid angering France ahead 
of this weekend's special 
summit on European mone- 
tary union, while the issue 
of who should be first head 
of the European Central 
Bank remains unresolved. 

A spokesman for Sir Leon 
insisted the NTM proposals 
were not dead, and France 
was isolated in its stance. 
“There was clear support far 
a substantial new stimulus 
to EU-US trade. Our docu- 
ment was ambitious, but it's 
the Commission’s role to be 
ambitious." 


EU non-market 
tag dropped on 
China, Russia 


By Nei Buckley 


The European Union 


ial Times Seminar 


Mastering Global Business: 
continuing the ‘global’ journey 

Thursday May 28, 1998 

at the Financial Times, 1 Southwark Bridge, London 

This seminar follows on from the highly successful Mastering Global Busi'rtes series. 
Supported by Price Waterhouse and American 
Express it will debate the critical issues faced by companies 
operating in a complex global market 

Hear the views of leading academics from Europe and the US 
and share the experiences of practitioners from business. 

Topics include: 

□ Building global competitiveness . . . - _ 

Q Navigating the tides of global finance 

□ Outpacing the competition through service 

□ Selecting the right sort of strategic alliance 

Confirmed speakers: 

Professor Jacques Horovitz, IMD international, Lausanne 
(and Managing Director of Grandvision) 

Professor VQay Govindarajan, Amos Tuck, Dartmouth 
Professor Rory Knight, Templeton College, Oxford 
Professor Pierre Dussauge, HEC School of Management, Paris 
Colin Price, Partner, Price Waterhouse 
Duncan Lewis, Executive Vice President, Equant N.V. 

The delegate fee of £350 ■#■ UK VAT includes lunch and 
refreshments, documents and speakers' papers. 

To register in' for farther lnfonnatioa: 

telephone: 444 171 873 4816, fax: 444 171 873 3595 
or email: sarah.jezzard@ft.com , 

in association with: 



Corporate 

Services 


Price Waterhouse 
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No FT, no comment. 


Turkish cellphone 
companies pay $lbn 
for 25-year licences 


By John Barton hi Ankara 

Turkey's two cellular 
telephone companies 
yesterday paid the 
government S500m each for 
25-year operating licences, 
replacing a revenue sharing 
agreement with the 
government that restricted 
revenues and co mp etition. 

Government officials grid 
yesterday^ '. deal was 
expected to reinvigorate 
Turkey's stalled 
privatisation programme. 
The Slbn revenue is the 
largest one-off receipt from 
Turkey's 11- year -old 
privatisation drive, which 
had earned the country 
about $3.5bn by end-1997. 

Turkcell, majority-owned 
by Cukurova, a large 
Turkish conglomerate In 
partnership with Telecom 
Finland and Ericsson, and 
Telsim controlled by the 
Turkish Burnell Group, wffl 
now be free to set their own 
charges, although they must 
transfer about 30 per cent erf 
gross revenues - to the 
treasury and Turk Telekom, 
the government-owned 
telephone company. 

Under the previous 
revenue sha rin g a gnwnwit 1 
both companies had to 
transfer two-thirds of their 
revenues to Turk Telekom, 
The two companies have 
been operating GSM 
networks since 1994 under a 
special government permit 

The' companies now 
promise to introduce more 
competitive tariffs and 
services, a practice that was 
limited under thelx 
agreement with Turk 


Telekom. Analysts expect 
demand for mobile 

telephones to continue 

growing rapidly. Global 

Securities, a big Istanbul 
broke-age, says Turkey now 
has 1.8m' mobile telephone 
subscribers, 78 per cent of 
whom are clients of 
TurkcelL . 

It says Turkcell alone 
expects to have, signed on 
806,000 new subscribers by 
the end of the year, pushing 
1998 revenues to $450m from 
8160m in 1997. 

Turkcell used a 8575m 
syndicated loan led by 
Bankers Trust, the New 
York-based bank, to finance 
its fee payment and provide 
working capital- Bankers 
Trust is also leading a 5300m 
high-yield band issue in the 
US for Turkcell 

Yesterday’s ceremony 
fuelled speculation that the 
cash-strapped government 
may even bidding for a third 
mobile telephone licence. 

However, Necdet Menzir, 
the transport minister who 
Is responsible for the 
.telecommunications 
industry, • said the 
government had made no 
decision an awarding a new 
licence. ■ 

Legal wrangling delayed 
approval of the two 
companies’ operating 
licences, for over four 
years. 

Under Turkish law the 
administrative courts must 
approve contracts for public 
services. 

This court • is widely 
considered hostile to private 
involvement in the public 
sector. The signing of the 


agreements was also delayed 
far a month because the two 
operators foiled to provide 
the transfer fee. 

The government now 
plans to. push ahead with the 
privatisation of Turk 
Telekom, ft decided in 1994 
to sell 34 percent of the 
company toprivate investors 
both local and' foreign, and 
transfer arftatber 15 per cent 
to the postal services and 
employees. ' 

However, legal challenges 
by privatisation opponents 
repeatedly held up progress. 

The government awarded 
a consortium led by 
Goldman Sachs, the New 
York investment bank, the 
mandate to prepare Turk 
Telekom for sale and hopes 
to raise $3bn from the sale of 
the company this year. 

However, hankers believe 
the government may he 
unable to proceed with such 
a large and controversial 
privatisation before it hands 
over to a caretaker 
administration in October 
ahead of general elections 
scheduled for next March. 

• Turkey has scrapped 
rules forbidding yachts and 
cruise ships that have 
docked at Greek Cypriot 
ports from using Turkish 
harbours, the Anatolian 
news agency reported 
yesterday. 

“It is instructed that 
yachts and passenger ships 
arriving from Greek Cypriot 
ports be allowed entry," the 
agency quoted a directive 
from the Undersecretariat of 
Maritime Affairs as saying. 
The ban had been in force 
for several years. 


of -Russia and 
*'«fina as “non-market econo- 
mies", in a move to improve 
relations with the two coun- 
tries and make them less 
vulnerable to EU anti- 
dumping actions. 

The move came as minis- 
ters voted to impose contro- 
versial. five-year anti- 
dumping duties of up to 90 
per cent on imparls of per- 
sonal fax machines from 
seven Asian ooazxtries. 

Both Russia and China 
have since the 1950s been 
pushing the EU to remove 
its non-market economy 
label 

The label has caused par- 
ticular bitterness in Moscow, 
and was one of the main rea- 
sons behind a highly public 
snub last year, when Boris 
Nemtsov, prime minister, 
cancelled a meeting with Sir 
Leon Brittan, the EU trade 
c ommissioner . 

The removal of Russia and 
China from the non-market 
economy list reflected the 
"substantial advances" made 
by both countries towards 
normal market economy 
conditions, the EU 


An Important effect of the 
change is that it allows 
domestic, price information 
to be used in anti-dumping 
investigations. 

In the past, fixed prices 
and heavy state controls on 
industry, and the absence of 
"meaningful market sig- 
nals", mkde' such an analysis 
impossible. 

EU calculations on 
whether either country was 
exporting goods at below- 
cost were instead based on 


prices and costs in a compa- 
rable third country. 

The move to remove the 
label from both countries 
was blocked until recently 
by a dispute over quotas on 
carpet imports imposed by 
Russia. This was resolved by 
a new, comprehensive EU- 
Russia tractile agreement ear- 
lier this month. 

Imposition of anti- 
dumping duties on personal 
fox machines is likely to pro- 
voke anger from the seven 
countries involved - China, 
Japan, Malaysia. Singapore. 
Taiwan, South Korea and 
Thailand. 

Duties for manufacturers 
which refused to cooperate 
with the EU inquiry range 
from 22.6 per cent for Thai- 
land to 89.8 per cent for Mal- 
aysia, 

The European Commission 
said fox machines from the 
countries had been exported 
below cost to the EU since at 
least 1993. 

It imposed provisional six- 
month duties last autumn in 
spite of opposition from a 
majority of EU member 
states, which continued until 
last week. 

A change of position by 
Luxembourg - on condition 
that the duties would be 
reviewed after two years - 
allowed the EU to muster a 
simple majority. 

The scope of the duties has 
been narrowed since last 
autumn to include only 
machines using existing 
technology. 

But free trade groups and 
Asian fox producers have 
warned the measures will 
mean price rises for EU con- 
sumers, and could still price 
new. higher technology 
m a chi nes out of the EU mar , 
ket 
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This is a simple test of your perceptions 

What do you see? 


Think of a bank. Not just any bank. 






Think of a number between 1 and 10. 
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Now what is the most important issue in European Finance today? 







If all you see are shapes, hold this page up to the light, 

and read between the lines. 
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GET YOUR MIND 
WORKING WITH 

PARIBAS 




PARIBAS No I IN EURO 

WITH 30% MARKET SHARE 


Other banks claim leadership. 

But when you read between the lines, the supremacy 
of Paribas in all matters relating to the Euro is obvious. 
Perceptibly so. 



First Supranational in Euro 
First Sovereign in Euro 
First emerging market credit in Euro 
First non-European issuer in Euro 
First convertible in Euro 





First Corporate in Euro 
First Global in Euro 
First syndicated FRN in Euro 
Largest fixed rate Eurobond 
No.l Euro Swap House 
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PARIBAS Thinking beyond banking 
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9.!j_ DEPUTY PREMIER DEMANDS TO SEE DE TAILE D PUNS WITHIN THREE WEEKS _ _ 

Minister delivers ultimatum on rail link 


By George Parker 

and Charles Batchelor 

John Prescott, deputy prime 
minister and chief transport 
minister, yesterday wanted 
that the high-speed Channel 
tunnel rail link would he 
delayed indefinitely nniM B 
Rail track, the rail infrastruc- 
ture group, and other compa- 
nies provided a detailed res- 
cue plan within three weeks. 

The 110km route will ta ke 
trains from the Channel tun- 
nel to London and will cut 35 
minutes off journey times 


from Paris and Brussels to 
the TJK capital, 

Mr Prescott said he was. 
“ incr easingly concerned" 
about the progress of negoti- 
ations and was not prepared 
to tolerate farther delay. He 
has already given two exten- 
s ions to the T.nnrinr> & Conti- 
nental Railways consortium 
- promoter of the £5.4bn 
<S8hzu project - to allow it to 
come up with proposals to 
complete the ltnfc “There is 
an increasing feeling of con- 
cern about t)w present nego- 
tiations." Mr Prescott told 


the FT. “People are waiting 
to see who will, make the 
nest move but they [LCR] 
shnnlri not think that they 
can come to the last minute 
and put pressure on me." 

He has warned that LCR 
wiD be given no additional 
time and that he expects to 
see its detailed proposals by 
mid-May. He said the cabinet 
would, require about two 
weeks to discuss the final 
bid, before taking a decision 
ahead erf the revised deadline 
of May -29. 

The deputy prime minister 


said he was "quite prepared 
to take the final political 
decision" if the LCR bid is 
hot acceptable. 

Officials said that would 
mean the canc ellation of 
LCR’s contract and ' the 
retendering of the project - 
probably as a public-private 
partnership. But such a pro- 
cess would delay the comple- 
tion of the hnk well into the 
next century, which Mr Pres- 
cott is keen to. avoid. 

LCR said: “We have every 
confidence of meeting the 
deadline and of allowing the 


government to take its deci- 
sion within the set time- 
scale." 

The consortium - which 
includes Richard Branson's 
Virgin Group; National 
Express, a coach and train 
operator and Bechtel, a US 
engineering and project 
management group - was 
forced to apply for extra gov- 
ernment funding in January, 
when revenues from the 
Eurostar cross-Channel 
high-speed train service fell 
below expectations. 

Mr Prescott turned down a 


request from LCR for an 
additional £L2bn, on top of 
the £l.Sbn already agreed, 
but has acknowledged the 
government would have to 
put in an extra suhsidy to 
complete the project 
The Treasury is reluctant 
to commit much additional 
public money. But the issue 
is complicated by the fact 
that allowing the LCR bid to 
collapse could cost the gov- 
ernment £SOOm-£9O0m i n 
writing off funds already 
invested and in meeting 
Eurostar's continuing losses. 


Adams urges 
Blair to reform 
NI police force 


EMI record company chairman steps down 


By Alee Raw sttmm in London 

Jean-Francois Cecillon. 
flamboyant chairman of sac 
Records (UK), one of the 
UK's largest groups of record 
labels including such acts as 
the Beatles. Robbie Williams 
and Chumbawumba, is 
believed to have left the 
company. 

EMI Group, which has 
been clouded by bid specula- 
tion in recent weeks and is 
expected next month to 
report a steep tall in profits 
for its last financial year. 


declined to comment on Mr 
CedUon's depa rture . 

However, it is understood 
that Mr Cecillon . was told 
yesterday that his contract 
would not be renewed- EMI 
executives speculated that 
he would be replaced by 
Tony Wadsworth, head of 
Parlophone, one of EMI 
Group’s most successful UK 
labels with Radiohead and 
Supergrass Quits roster. 

Mr Cecillon’s departure 
comes as EMI Ooup, which 
has shed 200 jobs from its US 
record labels since last sum- 


NEWS DIGEST 

PERSONAL INVESTMENT AUTHORITY 

CU offshoot rebuked over 
‘Win Win’ advertising 

A City of London watchdog yesterday delivered an 
unprecedented reprimand to Advance Call, a subsidiary of 
Commercial Union, over potentially misleading advertising. 
The Personal Investment Authority said it was the first time It 
had taken such a step in relation to an advertisement 
The rebuke relates to advertisements for Advance Gains 
“Win Wot" personal equity plan test year, the retorts on which 
were based on the performance of the newly-floated Halifax 
bank. PfA said Advance Call had used performance data 
relating to Abbey National - the former mutually-owned home 
loans and savings Institution - following its public offering 
eight years ago, in a way which could have led investors to 
think they might achieve similar returns. It said the advertise- 
ments also "gave a misleading Impress on that the product 
offered advantages over and above the benefits of direct 
ownership of Hafifax shares”. 

CU said it was “disappointed" by the finefing, but added: 
"The PiA has not found any evidence of customers being mis- 
led, only that there was the potential. for them to be misted." ft 
said only 2 per cent of customer s had decided to cancel their 
Investments and compensation had not been found 
necessary. C h ristopher Brewn-Humes, London 


PHARMACEUTICAL INDUSTRY 


Drug exports top $9bn 

British drug company exports reached a record £S.5bn 
(S9.2bn) last year - just topping the figure for 1996 which was 
itself a record for the industry. Last year's trade surplus far 
therapeutic drugs, the amount by which exports strip imports, 
was more than £2.3bn. In addition, drug company Investment 
In research and development reached £2.2bn last yew, 
another record, said the Association of the British Pharmaceu- 
tical Industry In Its annual review. Research spending was 
equivalent to Efim every day. " 

Capital investment in Britain totaHng more than £600m was 
made or committed by British, mainland European and US 
companies during the past yew. Or Trevor Jones, director 
general erf the ABR, warned that such investment should not 
be taken tor granted. He said: The gtobal phwmaceutical 
Industry is working In an wwkonritertt which ts getting more 
competitive, not less." 'V - ■ 


mer, is preparing to restruc- 
ture its European inte re sts . 

Described by one EMI 
executive as “a love-him or 
loathe-him character", the 
French-bom Mr Cecillon has 
become a prominent figure 
In t he UK music industry. 

However, his extrovert 
personality and management 
style are out of synch with 
the restrained corporate 
approach favoured by Ken 
Berry, who became president 
of EMI's record labels world- 
wide last year and has since 
orchestrated the US restruct- 


uring. As head of EMI 
Records (UK), Mr Cecillon 
backed a series of successful 
domestic acts including Eter- 
nal and Louise. He was also 
involved with EMTs highly 
successful effort to rekindle 
Beatlemania by releasing the 
Anthology series of Beatles 
albums. 

However, Mr Cecillon 
came under criticism for 
spending heavily on market- 
ing, and making expensive 
but ultimately unsuccessful 
signings such as that of Mur- 
ray Lachlan Young, whom 


EMI hoped to promote as a 
pop star poet but dropped 
earlier this year. 

The commercial perfor- 
mance of Mr Ceclllon’s 
labels has been outshone 
within the group by other 
UK subsidiaries, notably 
Parlophone and Virgin. Vir- 
gin has had a string of hits 
from the Verve, Massive 
Attack and Spice Girls, and 
Bigned two of 1998's most 
promising UK acts. Embrace 
and Gomez. 

Mr Cecillon's contract 
came up tor renewal as t a 


time when Mr Berry is at 
pains to change the group's 
image. He and the rest of the 
hoard are also anxious to 
shed the profligate reputa- 
tion EMI acquired from its 
association with Jim Fifield. 
former president of EMI 
Music. Mr Fifield left EMI 
with a £12m <S20m) pay-off a 
fortnight ago after non-exec- 
utive directors blocked his 
promotion to group chief 
executive. EMI has since 
been beset by a renewal of 
the takeover speculation 
that has haunted the group. 


Financial Times Reporters In 

Dub&ji aid London 

Gerry Adams, the Sinn Fein 
president, called for move- 
ment on troop withdrawals 
from Northern Ireland and 
police reform to underpin 
the peace agreement when 
he met Tony Blair, the UK 
prime minister, in London 
yesterday. 

Accompanied by Martin 
McGuinness. the party’s 
chief negotiator. Mr Adams 
held a 90-minute meeting 
with the prime minister and 
Mo Mowlam, the chief 
Northern Ireland minister. 
Mr Adams voiced concerns 
about recent murders of 
Roman Catholics, and about 
the forthcoming Protestant 
marching season. Sinn F&in 
is the political wing of the 
Irish Republican Army. 

“These issues need to be 
dealt with because they are 
injustices . . . wrongs need to 
be righted.” said Mr Adams. 
He later described the meet- 
ing as “positive and con- 
structive”. But Blair aides 
stressed that the future of 
the Royal Ulster Constabu- 


lary police force, seen by 
many Roman Catholics as a 
pro-unionist organisation, 
was not negotiable. 

The meeting came as 
European Union foreign 
ministers meeting in Luxem- 
bourg indicated they were 
prepared to Increase their 
financial support for the 
region- The EU has agreed 
EculOOm for the peace and 
reconciliation programme in 
1998 and is now in discus- 
sions about possible aid for 
1999. 

Sinn F&in will meet for a 
special congress on May 10 
to discuss whether to 
endorse the peace agree- 
ment Bertie Ahern, the Irish 
prime minister, indicated 
yesterday that he expected 
Sinn Fein to support the 
agreement saying there was 
a “great amount" in the 
agreement for the party. 

• Police in the Republic of 
Ireland said a body found on 
the Irish side of the border 
in county Louth bore the 
hallmarks of a paramilitary 
killing, although it was not 
yet possible to identify the 
victim. 



Taiwan Innovalue: 

Staying in shape in the Information Age. 
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EU FARMING SUBSIDIES 


Wet weather plea over crops 


The UK^bvernment has asked 
frrS THE MAN ^ the Rvopean Oxiyntedon for 

EU SUBSIDIES GffME ) an extension of a deadline for 
TOCHeu: WE'VE- 

rru — " tenners could tose valuable — 
f Sou J H Apa subsidies, at a time when temi 
SZy "'-r* frioomes hare already fallen 

substanttefly. The Welsh Office 
( {C. yesterday published figures 
Si -5 £1 showing farm incomes OT the 

a? a© region had fa»ar> by 44 per 

tfTlflH /(^‘7 aF cent' in 1997. Hugh Richards, 
rE aM W Ilj chairman of the National Farm- 

{fiSI — ere Union OT Wales, said: 

V There have been further falls 

Ui , fri income since this year 

^ker-^Be* ' began." Farmers OT large parts 

^ yy&las, and parts of northern 
and eastern England have been unable to pfant sp ringcr ops 
because the ground is saturated. However, crops attract EU 
aabie aid payments only If planted by May 15. Tha a gricut- 
fare mlnistiy has written to Brussels 

be delayed to May 31 for termers n 
Weiah Office forecast the total 

tea from £251 m (S419.2m) OT 1996 PjSrwJne 

termers received E9-58m In eerealsu&Btdtes. faWno* 

held up well h 1997. with the de^»te^«faefa^ 

Income from Bvestock and milk. Maggie Urty, London 





From cordless communicators to briefcase satellite phones, 
mountain bikes to motherboards, Ihiwan is expanding its unique 
advantage of Innovalue. That's the added value Taiwan 
manufacturers give their products through brilliant innovations. 

Many Innovalue products are also winners of Taiwan's prestigious 
Symbol of ExceUence, like Plustek’s color flatbed scanner with 
EPP Connection, or ADTs new rotating monitor. 

Today, Innovalue is making Taiwan the place to source, design 
and manufacture. It's a difference you’ll find in many product 
areas. If you’re interested, reach us by fax or through the Internet 


aECTRQNIC SEFT^ 

Unexpected profit for CrestCo 

CffisfCo, the compi any that 

tehant system for the London - 

to as structure and pricing jH 


<* opwtfbns. Heavy stock market |jfe 

— 

White most Of te operating «»» 

Jh*«wpeny teto can an 

^ teteyrer to change its article® » anw it to bund up wg 

".WftasfetiiBriras. George Graham, London 


TAIWAN. Your Source for 


Fax : SS6-2-2723-5497 E-Mail : mwxreibariagjw tap : /finoovabtcetti^iv 
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BRITAIN 


ANTI-NARCOTICS PROGRAMME GOVERNMENT UNVEILS PLANS TO FOCUSJON EDUCATION IN ILLEGAL SUBST ANCES FOR CHILDREN AS YOUNG AS FIVE 


School pupils of all ages at risk, says ‘drug tsar’ 


By Staton Buckby, 

Social Affairs Correspondent 


A radical long-term strategy 
to tackle the growing use of 
illegal drugs was unveiled by 
the government yesterday 
amid controversy over its 
plan to focus on drug educa- 
tion for am schoolchildren. 

The strategy is in a policy 
paper which follows a review 
of all policies related to the 

problem by Keith Bella well, 
former chief constable of 


West Yorkshire police. He in three 14-year olds and two 
began work as the country’s in five 16-year olds have 
first US-style “drug tsar” tried them at least once, 
(anti-drugs co-ordinator) in The plans for a nationwide 
January. drug education programme 

“Children as young as five for all children aged 5 to 16, 
need to understand the con- was attacked by Nigel de 
sequences that drugs have." Gruchy. general secretary of 
he said. “It's crucial that we NASlfWT, the teachers’ 
get to the children before the union. He complained that 
drug dealers do." Almost “dumping the problem on 
half of all under-25s have schools is a cop-ont by gov- 
used illegal drugs. Govern- eminent and society. There 
ment figures show 8 per cent is little hard evidence that 
of 12 -year old children, one drugs education of this kind 


will achieve its purpose." 

However, Jack Straw, the 
home secretary, whose teen- 
age son was cautioned ear- 
lier this year for selling can- 
nabis, said: “If schools don't 
spell out the facts, then for 
sure children will have them 
spelt out in the playground 
or on the street comer." 

The total number of drug 
addicts notified to the Home 
Office rose by 17 per cant in 
1996. The number of new 
addicts under 21 rose by 35 


per cent This explains why 
the government’s target to 
reduce the number of people 
reporting the use of drugs 
concentrates on nnder25s. 

Mr Hells well said he will 
set monthly and annual tar- 
gets for reducing the number 
of people under 25 reporting 
the use of illegal drugs. 
There will also he targets for 
reducing the levels of repeat 
offending and increasing 
participation in drug treat-, 
ment programmes* 


He added that young 
people's use of legal drugs 
such as alcohol and tobacco 
is closely linked to illegal 
drug use and should there- 
fore be tackled in the same 
educational strategy. 

A symbol of the govern- 
ment's objective, to shift 
resources away from react- 
ing to the consequences of 
the problem to preventing 
widespread misuse, is the 
announcement that assets 

seized from drug dealers will 


be invested in anti-drugs 
work. 

• Four men were jailed yes- 
terday for a total of 87 years 
after denying that they had 
conspired to supply heroin. 
Ozer Esat from North 
Cyprus, and Tan Onbasj. 
Arkin Izztgil and limit 
KulunKfrom London were all 
sentenced at a south London 
court. The case followed the 
seizure in April 2996 of 44kg 
of heroin worth £8m in north 
London. 



Reform looms for refuge of 
dukes, barons and bishops 

Labour government is determined to change unelected. House of 
Lords but is not sure what will replace ft, Liam Halligan writes 


H arold Macmillan, who 
was prime minister in 
the early 1960s. once 
defended the House of Lords 
on the grounds that it 
“seems to have a bar or a 
gentlemen's toilet wi thin 30 
yards In any direction". 

Certainly, the UK parlia- 
ment's dazzlfngiy ornate sec- 
ond chamber, with its un- 
elected membership and 
laid-back style. Is seen by 

■ninn y TVri tnnS nc an anach- 
ronistic relic of the country's 
feudal past 

This is one motivation 
behind the plans of Tony 
Blair, the Labour prime min- 
ister, to reform Westmin- 
ster’s revising chamber, 
abolishing the voting rights 
of the hereditary peers, who 
make up almost two-thirds 
of the L300-strong member- 
ship. The remaining mem- 
bers, excluding senior 
churchmen, are peers only 
for life, appointed by one of 
the main political parties. 

Another reason Mr Blair 
wants to rein in the heredi- 
tarles, lawmakers only by 
birthright, is that almost 
half of them are from the 
opposition Conservative 
party. 

This fact contributed to 
the frustration of the last 
Labour government In the 
late 1970s, which watched 


helpless as the upper house- 
used its delaying powers to 
frustrate chunks of legisla- 
tion - with Conservatives 
“whipping in" numerous 
inactive hereditaries, known 
as “backwoodsmen", from 
the countryside to win cru- 
cial votes. 

“There remains an enor- 
mous voting unbalance in 
this house." says Lord Rich-, 
aid. Labour's leader in the 
Lords. “The Conservatives 
have more than three times 

( Not since the 
1650s has one 
man had the right 
to nominate a 
majority in half of 
parliament 1 

as many peers as us." 

Memories of Labour’s last 
administration, along with 
the observation that Lords 
reform is a precious area of 
agreement between “old 
Labour" leftwingers and 
“new Labour" modernisers, 
meant Mr Blair stressed his 
anti-hereditary policy during 
last year’s general election. 


But the government is in a 
quandary about what sort of 
second chamber it wants 
once the hereditaries are 
gone - whether elected, gov- 
ernment-appointed, or a 
combination of the two. 

With Downing Street 
focusing on welfare reform 
and the Northern Ireland 
peace settlement, the gov- 
ernment's constitutional pro- 
gramme has so far been lim- 
ited to bringing regional 
government to Scotland and 
Wales. 

Ministers are now indicat- 
ing, however, that a bill to 
abolish the hereditaries will 
be Introduced this aut umn - 
even though there is no 
agreement on the composi- 
tion, or the law-making 
power, of the reformed sec- 
ond chamber. 

The prospect of legislation 
puts Tony Blair cm a colli- 
sion course with the House 
of Lords - which, by conven- 
tion, does not seek to impede 
the passing into law of a 
government's election prom- 
ise. 

Many Conservatives pro- 
test against government 
plans for a "stopgap" 
appointed second chamber, 
until a scheme can be agreed 
to make the upper house 
more democratically 
accountable. 



Dr George Cosy, the wchbbhop of Canterbury (bottom teftj. is one of the *lo«fc soortuaT. lords tempera* are either heretftary peers such as dutas 
or He peers such as Baroness Thatcher, the former Conservative premier pictured fright) n ermine-trimmed robes with Lord Categhar. the last Labour 
prime mrtster before Tony B&r. With them in the Upper House is Lord Hurd (top (eft), who was foreign secretary in Lady Thatcher's government 


“Mr Blair would enjoy 
astonishing powers of 
patronage," says Lord Cran- 
borne, Conservative leader 
in the Lords, “leaving us 
stuck with a second chamber 
made up entirely of appoin- 
tees." 

Ministers are suspicious 
that Lord Cranbome, whose 
family has been in the Lards 


for generations, is trying to 
defend hereditaries. “I am 
not against reform," he says, 
"but not since Cromwell 
[Oliver Cromwell was Lord 
Protector - head of state - 
in the 1650s after the execu- 
tion of King Charles I] has 
one nun had the right to 
nominate a majority in half 
of Parliament.” 


But the “patronage" argu- 
ment could be wielded by 
Conservatives to encourage 
peers to break with conven- 
tion provoking a constitu- 
tional crisis early next year. 

But whatever Conserva- 
tives may say, Mr Blair 
knows, despite many peers' 
fondness far the status quo, 
that public opinion is over- 


whelmingly behind the abo- 
lition of hereditaries. 

As one minister puts it: 
“How can the Duke of Buc- 
cleuch, the largest land- 
owner in Britain, who owes 
his title to the fact that one 
of his ancestors was the bas- 
tard son of Charles H, possi- 
bly represent the common 
man?” 


Internet 
trading 
safeguard 
to be 
voluntary 

By Alan Gnu in London 

Proposals for mandatory 
licensing of companies offer- 
ing services designed to 
guarantee safe trading over 
the internet have been aban- 
doned by the UK govern- 
ment in favour of a volun- 
tary scheme. 

Barbara Roche, a junior 
industry minister, yes- 
terday that the government 
would introduce laws to pro- 
vide a framework in which 
trading over the internet - 
or e-commerce - could flour- 
ish. 

It would include measures 
to promote the legal recogni- 
tion of “electronic signa- 
tures” to guarantee the 
authenticity of electronic 
I trading documents, and a 
voluntary licensing scheme 

far companies able to pro- 
vide coding (encryption) to 
-ensure the security of infor- 
mation passing over the 
internet 

Last year, UK electronics 
companies warned that man- 
datory licensing of encryp- 
tion companies would prove 
I “unworkable, unneeded and 
frankly unacceptable". 
Under yesterday's proposals, 
however, law enforcement 
agencies, having secured a 
warrant from the govern- 
ment. will be able to demand 
from an encryption agency 
the key to suspect coded 
messages. 

According to the consul- 
tancy Datamonitor, on-line 
shoeing was worth SUlm 
last year with Germany and 
the UK »«etber Accounting 
for 78 per cent of the market 
• “Junk" electronic mail 
and “spam" - unwanted 
e-mail advertisements - are 
costing British and Irish 
companies £Sbn ($&3Sbn) a 
year and threaten to under- 
mine the commercial bene- 
fits of internet communica- 
tions, says a report 
published yesterday, Paul 
Taylor writes. It is based on 
independent research com- 
missioned by Novell, the net- 
working software group. 



THE KENYA POWER & LIGHTING COMPANY LIMITED 
INVITATION FOR EXPRESSIONS OF INTEREST FOR 
TWO POWER PROJECTS 

The Kenya Power & Lighting Company Ltd (KPLO. currently the sole distributor of electricity in Kenya, plans to offer two power generating 
projects of around 55MW each for development by the private sector under a Build. Own. Operate (BOO) arrangement. Diesel plant is 
preferred but other technologies can be considered. Expression of interest is invited from experienced individual finns or consortia to be pre- 
qiuiifred and short listed for subsequent invitation to Bid Tor these power projects. 

The objective of this exercise is to identify potential participants in the projects and their competence to implement such projects. It is intended 
(hat a twenty year term power purchase contract will be executed between KPLC and the successful bidder. 

BACKGROUND TO THE PROJECTS 

The effective generating capacity available in Kenya is currently approximately 806 MW comprising Hydro (584 MW), Geothermal (43 MW) 
and Thermal ( 177 MW), including two stations operated by Independent Power Producers which have a combined total installed capacity of 
88 MW. The country's maximum power demand is expected to rise from 763 MW in 1997/98 to 2349 MW by 2016/2017. The c or respo n ding 
energy demand is projected to increase from 4,499 GWh to 13,626 GWh during the same period. In order to meet dus demand, the country's 
generating capacity is projected to increase by 1018 MW from a combination of Geothermal (576 MW), Thermal (1130 MW) and Hydro (313 
MW). In the next five yean 302 MW capacity of generating plant will be constructed through public sector financing and 139 MW through 
private financing by independent power prodocers flPPs). 

A recent update of the Least Cost Power Development Plan, undertaken by a firm of international consultants, recommended installation of 
approximately 1 10 MW capacity within the next 2 yean on a fast track bash. 

SCOPE OF THE PROJECTS 

We intend to award contracts for the development under a BOOamragemeni for two 53MW power plants. One of the plants will be located at 
Nahum while the other one will be based at EJdoret. Bidders will be given the option to quote for cither one or both plans. The sites have been 
identified and will be allocated under a leasing arrangement. The successful firm/consortia will be required to finance, design, supply, 
construct, test, commission, operate and maintain the power stations and win also be responsible for die fuel supply. These projects are required 
to be commissioned within the fiscal year. 1999/2000. 

We contemplate seeking World Bank (IDA) guarantee, through the Government of Kenya, for die projects. 

CRITERIA FOR PRE-QUALIFICATION 

To pre-quality for short- listing, interested panics shall submit satisfactory evidence to meet the following criteria: 

• Evidence of p a rti cip ation in at least three BOQ/BOT schemes involving electrical generating plants of nor less than 30MW capacity 
and located in developing countries is required. All the schemes should have been implemented within the past ten years. Details should 
also be provided of the capacity of the generators installed in these plants together with details of the plant’s general operating regime. Also 
to he provided is information on operating hours from the time of commissioning and the total units generated whilst (be plants were under 
the applicant's control. 

• At least one of the generating plants of whatever type controlled by the applicant under an IPP agreement should have operated for a 
minimum of 10.000 hours in the last four year period. 

• The applicants must demonstrate capability to organise die fast crack design, manufacture, construction and commissioning, to acceptable 
inimtniioanl standards of power plants with installed capacity of not less than 50 MW. 

• Evidence of the maintenance of die plants currently under their control to acceptable international standards should be submitted. 

• TTic names and addresses of the organisations with which the applicant concluded Power Procfaase Agreements prior to operating the plants 
is required. 

■ Description or thti nunagcmeni/organisa ti on structure and confirmation of a joint venture partnership by all members to the joint venture is 
required. 

• Resumes of key individuals who will be involved in developing the projects should be provided. 

• Evidence of financ ial standing of the applicants (and of each party to a joint venture; such os profit and loss statements, balance sheets and 
auditor's report s for the past five years is required. 

• The capability and experience of applicants (as may be relevant to die individual consortium members) in financing, developing, operating 
and maintaining generating plant projects requiring a minimum investment of $60 million should be presented. Evidence of capability and 
experience in negotiating construction contracts and fuel oil contracts for BOQ/BOT thermal power projects in developing countries 
should be provided. 

• Evidence of incorporation in Ac country of domicile i* required 

• Information regarding my current or potential litigation in wfaicb the applicant is involved or likely to be involved should be declared. 

• The names of the Engineering, Procurement and Construction (BPC) contractor, the Operation and Maintenance (O&M) contractor and 
any other contractors that would be involved, including any joinl venture partners and their roles, should be disclosed. 

Details of the project's eventual management structure should be supplied together with information regarding the membership of any joint 
ventures. 

The bids will be evaluated on foe basis of technical and financing details, price of electricity, lenns of the power purchase agreement, etc. The 
pre -qualified bidders will be invited to undertake a site visit and participate in a pie-bid conference in Nairobi. Keqya. 

The selection of firms or consortia for participation id the bidding process will beat the sole discretion of KPLC, winch reserves foe right to 
reject any or afi foe pre-qualification proposals. Only pre -qualified bidders will be provided with project bid documents and invitation to submit 
proposals. 

COMMUNICATIONS AND CLOSING DATE 

AU communications and requests for clarifications relating to tins invitation ore to be directed to the Company at the address shown below. The 
cktfina date for receipt by KPLC of completed pre-qualification statements is 1700 hours (Nairobi time; on 31st May, 199S. Completed pre- 
quaJiftcauoR statements should be submined to; 

THE CHIEF PROJECTS DEVEL OPMEN T & CORPORATE PLANNING MANAGER 
THE KENYA POWER & LIGHTING COMPANY LIMITED, STIMA PLAZA. KQLOBOT ROAD, P0 BOX 30099, NAIROBI 

Fax No: 254 2 33735 1 Dsi No: 254 2 243366 

S. K. G1CHURU, EBS, MBS. MANAGING DIRECTOR 


LEGAL CONTRACTS & TENDERS 

NOTICES - - — — 


THEHmUUnHORIIYCHFim 

REQUEST FOR QUALIFICATIONS AND 
SOLICITATION OF INTEREST 

Development Opportunities for an Airport 
Hotel at John F. Kennedy International Airport 

The Port Authority of New York and New Jersey hereby 
invites submission of your qualifications and degree of 
interest in financing, design, construction, furnishing, operation 
and maintenance of a new first-class commercial hotel at 
John F. Kennedy International Airport 

Interested firms that believe they are qualified to participate in 
this project and want to receive the Request For Qualifications/ 
Solicitation of interest and accompanying document, entitled 
“JFK Airport Hotel Project Briefing Book”, should send a fax or 
written request to the address below. Materials wifi be available 
on May 4, 1998. Interested participants shall submit the 
requested qualification information no later than May 26, 1998. 

JFK Redevelopment Program 
The Port Authority of New York & New Jersey 
John F. Kennedy International Airport 
Building 14, Second Floor 
Jamaica, New York 11430 
Attn: Mr. Thomas P. Maher 
Fax: (718) 244-3639 


' SPECIALIST FOOD PROCESSING S 

On-SeuttMi CLIENTS arc EXPANDING thefa- prime ranpaay by ACQOTSIT10N 
rfSPECttUST FOOD PROCESSORS 

- Pnufay. (Mi. gam orngetabie* ■ tadhcUOrdor horn 
- Paniaitu 1*3131 for toorty rcttanmi sc pk: "wMbiir 
- Po»gb*g rescue mrawon or properly rmthtnh sttfing acvxxmtr 
WJ. REPLIES TREATED IN THE STRICTEST CONFIDENCE 
Kcayaa Burnett Scrricei Nigd Kcnym 

30 Totbcwh Street TOQIhKAit-SX) 

Ram Pu;0IU>9477fr-lM 

^ Moray 1,^— to>bizl973ftWjo»B . 


BUSINESSES 
FOR SALE 


Appear in the Financial Times 
every Tuesday, Friday and Saturday. 
For further information, or to 
advertise in this section, 
please contact 

Marion Wedderbum on 
0171873 4874 


BUSINESS SERVICES 


SYSTEM/EXECUTIVE 
OFFICE FURNITURE 

Direct from Italian 
Manufacturer 

Up to 60% discount from R.R.P, 

Tel: 0171 295 1111 


Angers, Levin A Baltz 

AmirffMlICtmadlTBi Liagtioa 
Coat Effective Representation 
of Global CEcna is U& Courts 
U.SA offices in New Yor^ 
Now Jttay, Bennsytv&ma 
908306.1500 fax: xl900 
Email: A3jtQaBgoaiaw.com 


AMERICAN MARKETS 

Entry or Expansion 
ButinassMtitotnceand 

Atfrfeary Services 

IBDNET™ 

Tot Ot 71 -403-2353 


COMVEKnAL CREDIT RESTORATION, CHAHTEHED ACCOI 
Bank intraduCttem. Credit Cards, "Wo-ning)ng tapenai 
Martgsgaa, Rnoncfi. Froo Interview prt into* | M FIVCo* 
01435883821 


M71 -255233? 


COKASrOCIS LOOTED 

rOHIBOl 



BkHO^Snn. Untattaa KT 
OOcrtlilAr.ta 

1317 2SN 


BUSINESSES 

WANTED 



REQUIRED 

RESPONSE MAINTENANCE 
COMPANY 

Bt^LaoJaa Jk Boas Ccaraies 
Operating into Boating Aaodvion. 
Load Aiabocfy or MLD. nmtn 
teMOnrer £100000 ■ £1 JDOOJODO 
Box BSML Braun i! Timor. 

One So m hm u t c Bridge. London SEI 9HL 
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BUSINESS OPPORTUNITIES 





Humberts leisure 


On Hie instruction* of Scarborough Borough Cornual 

WMmnerciaJ/leisure 
de velop ment opportunity 
m premier seaside resort 

Proposals invited may iwr.tnri^ 

ssZaSSssxs? 

R2S Livid shopping p iawa 

Multi-screen cinema, restaurants and bars 

Tbp visitor attractions 

Seritms enquiries from 
interested parties to: 

John Anderson BSc. FRICS 
Tdm Hill Barn, Broughton, Siopton, BD23 3AQ 
Fax; 01756 700811 Teu 01756 799271 


INTO COMMITMENTS 
Melanie Bides 0171 873 3308 ^ 

IMMEDIATELY AVAILABLE FUNDING 

* Substantial fends available for asset financing and re- 
financing for both private individuals and companies. 

We lead against any realisable assets of high valor such as 
property, jewellery, paintings, antiques, quoted share 
portfolios, etc. 

♦ Our specialist property division also provides bridging 
facilities for residential and commerc ia l property transactions. 

Any viable proposition considered 
IMPERIAL CONSOLIDATED ASSET FUNDING LIMITED 

TtfcptaKs 01473 3NM 


Total confidentiality assured 

We are pnBdpal leadtrc 




HOTELS • GOLF • LF1SI HI; 


MINERAL WATER! 

We are looking for agents, distributor and 
aid organisation for mineral water 
distribution around the world. 

For more infarmatkra; 

http:/ / www.ati.se 

fax: (46) 42 750 20 


Selling your Business? 


Wb have the skills sad experience to achieve tbs best pries for yow 
bnriscss aad stneure the den to achieve raximun tax efficiency. 
If yon we considering a pUc sad year tnraover exceeds £lm. 

we watdd liks to talk to yoa. 

Oor tibuofcs are band largely oa remits, so jroo twvo tittle to loss. 
Bwa coafideatial ifiscussjoa witbote cosamumeBt please ooatact 
Qmj Martey or Laaco Btadcstone at 


blackslone HIj-. k-.i<un J t'-iqinrju Miui-ic 
Kr ink s < lid "'ll. 1 1. 1 i ihIdi) r ri\ ><!i) 

U,,K ivi:i»ri iS'-.V'ii-i i jx:i.n iMiuu: 


RESTRUCTl RING OR RRFO ( ( sSI\G 
ON CORK BUSINESS? 


iFormg Executive Difector of listed pic witfi experience n cm p oi s tc 

n Eiaope. IR A, SE Asia, Australia and Soldi Africa seeks new challenge. 

AvaflaUe on flexible basis to be agreed. 

Farpntimmary confitoimJ dixuHian. 


Princ^jals orty please: 


MANUFACTURING COMPANY 

High profile manufacturing company, predominantly In the toy 
and leisure sector for sale. 

Turnover £10,000.000 wttti a net profit of approximately 10 %. 
Excellent past performance and future prospects. 

Strong management team. 

Interested parties to apply to Box B5833. Financial Times, One Southwark 
Bridge, London SE1 9HL, giving hit financial petals of you- company.' 


SB 


Billow Butler & Company, LLC. 


A US.-basedftrm devoted to md&e market mergers, acguMttau emd 
J at a tc i ng f IscurreatfyrtpnaMrsttagaa ae&ia g acqufrtaaa opportunity: 

Aa Ucroatimal Ydem&etsnr at Specialty Tiananmen aad Eketnok 
CoMoac^a wigiSrf^totial Growth Oooortoaitiea 
4 Baon&cliaing kcafiaac N. America (Nfidwcst), Earope (2), aod India 
Donmat Share of the Global Market 
Inpranve Unagcmt ktact at all Opcntiona 
Worldwide Safa aad Marfawg Cyabfljtics 

3t9aAW«far Drive, Sidte 280S CMea*o, DM O60£ tt&A. 
312559^055 r 3U5595056 

Web aim WwnAfflowbWkj.tll— 


London and Home Coanties 

DENTAL GROUP 


currently operating from four 
sites seeks externa/ investor 
or partner to provide capital 
to assist in developmen! of 
the business over the next 
two to five years. 

Ptoee wrhe with 
nutation of note* to: 

B« B583V, FfaaDdalTtma. 
OwSoatlinrk Bridge, 
Leodea SE1 9BL 


Serviced Office Opaatte 

mat 

3 profitable freehold ceatm 
seeks amrner ar actpUtfan 
ifttaUvoew 
PBBttfPRLSMBY 

Box BS84L tmehlTaua, 

One Soubwwfc Bridge. Uadoo SE1 WL 


INVESTMENT 

OPPORTUNITY 

• • • 

South West baaed Ww active TV/ 
Internet software Boluticr* tXJ#ne* 
eeeta kwesftrwnl partners tor 
nxxtotng ot estotildveti products 
Mo expondna fnoriwti ond 
flrtxsicod R&D proBamme. 

ExfcflnQ blue chip customer base. 
Fisxh sought In era* ol £K0fc. . 

Pttan reply to Box B5B29. 
FtooPc M Tbtwa. 

Ono SouSiWub BihJga, 
London Sri 9ta ■ 


Tired of sifting through 
business plans? 


Reduced risk - VCR pob&bea 
oppamm&ies. 


Time saved - derailed, objective 
repotting allows yoo to make an 
totfifll company 3ppf3isdL 

FlexlbflKy & cholca- projects ia 
afi oduenea. la «ei( atee or wkh 

Experience - we've bees loltiBg 
iivuam A cooc f ava r j ni far 20 jbi 

Fora free trfatexi 01865784411 


[ PROJECT AND COIBERCUU. | 
fundng avaSabte to UK and 
international efients. 

Anglo American 
Group Pte. 

Ttefc 01924201 385 
Fax: 01 924 201 377 


Management or 
Specialist Consultancy 

You have on jvur own or wiih a frw 
cotkapiei either oaned i cmuttBET 
or mril a» OKI a cnroihancj. 

We an afier nfasooetute. 
naitctins ad accew bi blue dqi 
dienti to rowan for* eqnily ate. 

Inncnrd? 

Be** wrhe trnh full panlcDlan be 
B e* B5ga. FiaaTfal-ra** 
Oar fcah»*baHdir.f."AwSBI >BL 

AUCTIONS 


Dear Br abb Gtian 
Voo are iaritad n ■ pew of boooor 
ID oor Iwwat*: Game Reserve Aucoor 
to be held at the lotuaoesburg 
liwrrliagiJ Airpnt Holiday bar m the 
Mr Mxj> 1991 
neopw 

Gowic Roacne. BeoUaSdkM 

mibiaiealaM Bjcti Upbi 

Burindd-Vcdwor a^otatag 
L^olab - Kwobsi Qna Roancs 
Pkae phioa ne PCncaal 
Td/Fi*: 27-M-7S5 3642/755 3887 

ANORlESXQ. 


BUSINESSES FOR SALE 


Kwest Corporation 
Limited and 
Kwest Precision 
Engineering Limited 

The Joint Administrative ffeceAers offer for sale as a 
going concern the business and assets of the above - 
long esiabBshed manufacturer of PVCv and aluminium 
uvirxfew*. doors and conservatories - comprising: 


l 

windows, doors and conservatories 

V m Freehold factories (mdoding oflfcesl in Paignton 

M and HeathMcL South Devon 

m m fuff production, extrusion and transport facmes 

■ m In excess of 200 employees 

■ ■ Turnover in excess of £70m per annum _ 

V m Precision engineering business at Lostwirfwef. 

8 Principals only to apply, in confidence, to: 

Trevor FridL Joint Administrative Receiver, 

Ernst & Young. Broadwalk House, 

Southemhay West, Exeter EX1 ILF 
7b/: 01392 433S41 Fax: 01392 424831 

=3Ernst&Young 

5 * 2 £ 3 t 3 Csfi 5 SSJ£ 


CHRISTIE cN C» 


Surveyors. Valuers & Agents 


Corporate 

6nw IKuv toporaw finanoa has baen * ** "“W 

stmahokhutnaor o Ml buyer tor he fennass. 

manntewv tncarpuslnfiaienm^^ 
jotnwyvicrtr««r*pBe*S»adcampowmprai»V- 

twr Dnefinp 30SSB atova p«fir« mamal Wt '"]***& r ** on 

m A«^owtotOuww»P> «M*u »td>«ryandapt«torTnfy 

Jsnuary Msa 

TQ3<rrwBflowatero« S ham,S3a» T* 0121 

Ac 0121 2B4442 


MErnst&Younc 




Dorset 


NtaswcHoiB 
Segbubed RM 2C 

• 17 single toobb a»1 1 triple room. 

• Fee tinge £3104423 per icsideBi 
per wedc. SSleated in well Ttgaitled 
w adee ti a l area. 

«MMrbbou 

Wtedxster Office Ref 3VFT7Wn 

01962 844455 


Lascashfre 


EMD Besdoiiial Home 

Bsosnsso ros 18 

« Rrsidrarint brine fa eMeriy 
oeetaSy rfisasderod. 

• Popular locttka dose to town 
cense. Pnpose bo2t exuske. 
£325jmnBBOLD 

Maa d te a e r Ogkx Mef 56FT7S608 

01618333311 


.North London 


NchsbcHoue 

REOSEDSDIOt40 

• Hgji qoafity mweg home. 

• 30 tingle and 5 twin bedroons (aB 
wia ca sake WCY). 4 b at lma ua 
each wsh Pad» Bxrix. 

.^Wdyfcosfaan £378^535. 
■range drea £465. 

• Papeee bmb hi^i qeafily cetteoskn. 
£L95MM FKXR0LD 

Loader Office Krf00SJFTIS45 

01712270700 


Count v Dirham 


Bstobrul Cars Home 
Kegbioedfob26 

• 22 single rod 2 twin bedrooms. 

* Original prupaty with propose bah 


• Income year end 3I.L97 £345360. 
BiiwxibTOflS^Mi mHmi a 
NenouiU Office Rtf 6VFI7656 

01912221740 


Middlesex 


Hotel, Eastcote 

bedroom hotel with 4 self canned 
flan. 

• Hotel ritsia txzge site vrdh fordKi 
scope for devdopmeK. 

• In same owneisbip for 25 yean - 

• fto*^ 1 £493,000 year end 31.757. 

fl^SMMmzsoLD 

Lcmdon Office Ref 20iFT39 1 

01712270700 


SESiAOtAirr 

bofljfing with Kent Peg Tile root 

• Emniw owner’s aceommxiBtini 


■ Qiancter borne and badness, nl 


OmssovsB £45*^01 rbebold 
loadem Office Ref002FT668l2 

01712270700 


Offices at; London • Birmingham Bristol • Edinburgh 

Exeter • Glasgow • Ipswich • Le^ds • Manchester 
Milton Keynes - Newcastle - Nottingham ■ Winchester 


The Baron Hotel 
Idle, Bradford, 
West Yorkshire 

0b hMe Wei Adaddsntire 
bafwiDHWdtarA 

JD Tim* Bata* Wm 

• 45 bodrooBj tmra botd & fantrice 
' cotKwfedaadafidpob 

• Nxm IS aila fan *** 

• latma(UQ I famipdiBB»fc 

m 

•SwieaacpneUdsvetaeditr 

•MnmcpwcntU 

OfinWnd-fiwtadd 

Robert BABRVrfc co. 

TEt: B1423 566362 

. ^MtaBt^nbcdtatyMdi 


FOR SALE 

of spectaiia products 
for food processing irduthy- 

Smag sales and profit record, 
mroover £75<LOOO- 
Location North West 
Serened pmcbawre a Vfky 
Box: B5830 Ftaaudal Tfcn**. 
One Sovtlmrk Bridge. 
Loodoo.SE I 9BL 


’ BUSINESS FOR SALE ; 
SALES PROHOTION CONSULTANCY 
. AmroopponeaqriBaxMDaa 
aubaanVel and QXXdnB. hlgHy 
profltafata S*s PnanoUon Coroutency, | 
based In London. Exoeptanl MaO* [ 
den) 1st anti tayal and 

apeneneediean. 

Bm B5B34. Futaneal Tones. 

One Sudwtok Bndge, Usndon SEt SHLl 


PRIVATE 

PROPERTY COMPANY 

FOR5ALE 

KKTFUUO VAUJATTON 
£14 MILLION 

tin C MBWsn IUeui. Wb hxhatrol 
♦ Dcvricpnnx Led 
PrfadpaTi Oaly 
Be B8B32. nagriil Tla*^ 

Oar Smakwdk Pridgr. Unde SB JHL 





*h^->jr - - 
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MMsmmivm 
| BOARD CONVHIIER COMRWY j 

Ung eefaUied Cab Qmroy. 

■■ iiri . 1 1 i^rhn. h ■ 1 1 rc nffm *~r in 
FwefcoM PlT M in mi b em i 
whb saal eanow £23*. 
WH*(a> Be Ban. FioddTe* 
Oat SaamaA fttaff. 
LandsaSOPO. 


Well cstahfisbed. 
hj^ily profitable basins. 
Tianaver appro*. £300.000 pa. 
Sieuted bmceUem 
Comal London kxanon. 
Rdt accwnls biatory avadaMe. 
CwUaA \ Byna Etq 
8 Iror S, Lode NWI 9H. 


BUSINESSES FOR SALE 



Weston Printing Group Pic 

(in administrative receivership) 

Southampton, Hampshire 

The Joint Administrative Receivers offer for safe the business and assets of the fotowing companies'. 


Weston Colour Limited 

■ high quality colour printing business; 

■ long leasehold property (13,600 sq ft); 

■ additional leasehold (27,300 sq 11); 

■ £4m turnover 

■ skiNed work force; 

I 

■ modem plant fedudfeg 2x five colour 
with in fine coating to B1 and 
automatic CTP. 


Chapel Prfot Finishers Limited 

■ £40Ck turnover 

■ speciaSst plant situated adjacent 
to Weston Colour Limited; 

■ skilled workforce. 


Weston Business Forms Limited 

■ quaRty customer fist (500); 

■ £3m turnover; 

■ skilled work force; 

■ leasehold premises (13,800 sq It); 

■ continuous stationery machinery 
available up to four colour (cold set). 


For further information please contact the Joint A dmi nis lraU ve Receiver, John B R Dare, KPMG, 
Dukes Keep, Marsh Lane, Southampton, SQ14 3SC, Ref: DJC. TeL 01703 202000. Fax: 01703 202001. 

KPMG Corporate Recovery 

KPMG is authorised by the Institute of Chartered Accountants in England end Wales to cany on Investment Business. 


FOR SALE 

EX-MERCEDES DIESEL ENGINE PLANT 

Formerly used in the production of 2A Htra, 

4 cylinder diesel engines. 

Either as complete manufacturing faeflky or as 
Individual component lines. 

INCLUDING: 

CYLINDER BLQCK LINE 
CYLINDER HEAD LINE 
CRANKSHAFT UNE 
CAMSHAFT UNE. CON ROD UNE 
FLYWHEEL UNE 

For colour brochure and viewing arrangements 
please contact 


//ZWG 

Industries 

tndustrtestrasse 7. CH-317B, 
BoUngeri, Switzer la nd 
Tel: +(41) 31 7406060 
Fwc +(41) 31 7406070 
Email: jjnoecfce@zwg.com 


iMOuatmea 
Office 21. Achfltoos BuBcfing 
224 Arch. MakBrios B Avenue 
3030 UmaaaoL Cyprus 
Tel: +(357) 5 340838 
fine +(357) 5340827 
Email: bany^siccocTLcy 


TECHNICAL /IT 
RECRUITMENT AGENCY 
FOR SALE 

SpedaUsta to Qectrcnic /Software/ 

• Hi^ily pratefale 

• LcO i tmMkhcl Co. 

• Prime atte tax Surrey 

• 90% Contract 

• 10% PtnnBDOJl 
TUroorer 97/96 approx £SmtfHon 

Rcpbes in coofidence tix 
Bax Ptnsnclal Tiroes. 

One Southwark Bridge. 
London SE) 9HL 


SPEC1AUST CONTRACTOR flYO 

(BOOK) and MERCHANT (T/O Etm) In 

Gunaring at Watford. Good ProKta. 

Owner tmhas to retire. 01494 7S868*. 


FOR SALE 

Control Systems . 
Manufactoxing Company 

SpedMl'amf ia trie fietd of 
Mmfili Uindting end 
InduatrieJ Wagjans etece 1978. 
tifcfl csribliriied own bnfld 

Oarm ■ frceboJd pRperty 
ia ■ modem bdaetrial paric 

Ownen wWmg n tetijo. 

For fartho- paftfculaii plane wrists 


My rttT H em e . 51 Lodge ! w, 
Derby BE138B 
Fte 01332 29609 


STOCKBROKER AND 
FUND MANAGER 



The Joint Provisional Liquidators. /Wan Stonway and Stewn 
Hi, offer tor sole the Wares! Held In file remaining Business* 
he company. 

Principal feataras of fee business Male: 

• established profile wilh cl 0.000 efisrts 

• styiEcort portfolio diem base Gnchsfing c£40m PEPs) 

• annual commission Income h excess of SGm prior la 
fee abow oppoinlnent 

For further intormaftoa fdeose contact Russell Downs of 
Coopers & lybrand, Pturrftee Court, London EC4A 4HT. 

Tel: 0171 212 5992. Fox: 0171 212 6148. 


■ Btfaa ad W*a n car, ea 1 


FRANCHISING 


Do you just 
want to make 
a living? 



Or build 
a future? 


Print, Copying & Design b 
every business. 

And as an owner of a Kali Kwflc Centra you wfH have 
the perfect introduction to all those b a dne ss es. 

So rf you have £45.000 eo Invest; the mbfBty to manage 
your own team and enjoy dealing with customers, 
call us for an information pack quoting FT28/4. 

FREEPHONE 0590 672060 


kpl/j$vik 

PRINT COPT OISIGN 


5*©Hi 

UK BASED 

INTERNET NETWORK/SERVICE PROVIDER 

Hk Company opera Ira an InUnuUoajU Auumomou* Kcliork jnd 
iwn«w»M«n* service to Its own clients through the Lomlnn Intmiri 
matettig tt one of the UKu hlgxMl kvri Servtrr rnaiJrr.. Tin- 
tflmi h« rrf rw gi iliiMlw. nf ih»» liK [narkii jnd It mutlr m* 

of a com p tement of Single User and Corpwaie rUrnLt hum* ot nlioni on- 
wrS kaom putOc com p an ie s wtu> rom e d to Ibr senicr iwnfi ISTiN uiul 


The Mtprtmrtnn would Ideally suit a Nmnriung Company ur n THrrunn. 
Servtoe Prnlden 

iiffUMhii parries should In the Brat instance reply to: 

i. The Lodge, Hogwood Farm 
Road. Ftochampatead. Berks RG40 49 Y 
E-Mail: riacoba&ajUngton-co.iik 
Fas' 44 (0) 1188 731485 


SALE OF LONDON BASED IMPORTERS OF OPTICAL GOODS 

Family business, established importers and distributors of 
consumer optical goods with very well known brand name. 
Business has some big accounts and continualh growing turnover. 
Net profit before lax lOT £900.00(1. 1998 probably higher. 
Gamine reason for sale - some older family member, rearing. 
fMain director might stay cm. 

£6 million cash only. 

Enquiries from principals or (heir retained advisor-, only 
Wrtb to: B 01 B44I2, Ftaa-dalTTmts. Oat ScwttoreriL Bridp. Laodoa SKI 9HL 


Businesses For Sale p l c 


Business Required 
Gistwau Me Small Contain 
Eixc-nunoc Salbs 
U eaBr rot A R artist m W 


Pbodoct Design / Model BnuKss 
Pot Sale in South London 
Em 13. do C306+L. higb praGle special 
effect, max leader, srett-aanagtd. 
oraheads. scope to expand. 

Profi ^ , * OC ” hlC ' torOlAJA 



i.LTIi M '• .i ». 


Vdaen rad AmkcMBi c4 Umb & MfldbaoY 
Spratahhg M dv haataR II Alfd iMkrava 

PRINTING BUSINESS 
OPPORTUNITY 
We are ins tt n taed to seek a 
replacement ior an Executive 
DaBnoriMqaijiy Shareholder 
of a tang esta b l i s h ed and 
successful priming business 
(turnover c_ £5 tnilflon) is the 
South East of Behind. 

Ore Client’s preference is for 
an individual, or individuals, 
currently controlling, or with 
iw*« to. significant in 
the sheet-fed multi-colour 
market 10 join die existing 
management m a buy-oat 


Please contact either Wilbert 
Rendafl or Gavin MairiotL 


SHaSnta 

Fonbm Starry GU97DR Eadmd 
Td- 01 232 712 083 F»c 01 2S2 717 tt) 


LIQUIDATIONS: 
RECEIVERSHIPS: 
AUCTIONS: 

200*- Liquidations & Receiver- 
ships listed mwy week, vvhai they 
did and who to contact + Commer- 
cial Auctions. 

BUSINESSES FOR SALE: 

I Monthly fist of over 100^ + tflfferert 
I businesses & property opporfin- 

^ t * es - CONTACT: 

TeL 01652 680889 Fax. 
680867 


ESTATE AGENCY 
FOR SALE 

’>Vol; OBtafc! s-«d indi-pene'en* 
rr.uMi.cr.irch .renrroi p:tcl:ci 
es:aic c;c -;y *ixat»s in 

5S'.::h + ;!'i*. Erglard Strang ci35 

.’ctv.irtfs ."csidcRiicI ictiirgs.' 
seiei ard flrtsncral services. 



FOR SALE 

ffrwrinlint Shoo mttirtp CawHirr 
£S M^hn Producing in 
excen of uan percent pie tax profit 
icon tai tales. Suong aadcnil 
cumooict base. Owner retiriag. 
Strang la^ cjnRiM ai a nnnii i team. 

Fax No: 01965 613523 


[P®K S5rftlUl 

ESTABLISHED 

intebnet sravicE raovuMEit 

Seeks new owner 
for development 


Holding Company disposals 


Machine Tool 
Manufacturer 

Wide range rfC\C ou tunc mfi 
Long esutWshed & hnrd ruin •m.+t 
Based in Home Ccunucs 
rOcJZm. 

Pamial for suhnaMut Qfrrorli 

Small 

Software House 

Leading supplier rf soTtn-are far the 
Bmkhng TVarfr £ pension admin 
Cong nljWliW Bine Chip 
customers. 

Fax : 01494-581961 


& 


wwfccybanaybsr 



Nursing some owner wbhivg 

TO START N£W TENTI8E SEEKS 
HtTYATE INVESTORS 
Pnntomfc icranl 

nbrnh Bo.t> jica 
Pr in c ip als itnli plena- 
Bm B5R4U. Fituraal nme. 

Ckn Smabrai Bralpr. 
UndortSEI UHL 


LEADING MANUFACTURER 
OF SPECIALIST 
AVIATION COMMUNICATION 
EQUIPMENT 


AVAILABLE DUE TO 

RETIREMENT 

I'Konruii.r. r.si aui.isih'u 

1‘KIM I IMslUNG 


i'DiKMi.M. mana<;i:m(-.nt 


l ; .t ■> (\ nPHOKTl. MTV 






























GET YOUR l\ 
WORKING V 

PARIB 






fig- 2 

You have no map. 
Remember. 



fig- 2 

You lost your compass. 


fig- 3 

What good's a cellular 
phone if you don't know 
where you are? 


You arrive at a crossroads only to discover 
that the signpost has been blown 
down in a storm. You have no map. 

Which direction do you take? 






PARIBAS 


No.l IN 
THE EURO 

30% market share 

First Supranational 
in Euro 

First Sovereign 
in Euro 

First Convertible 
in Euro 

NoJ 

Euro Swap House 


LEADING THE WORLD IN THE EURO 

Today, it is easy to feel lost when confronted by the future. The financial landscape is shifting 
before our very eyes. Moving into new territory, as we are with the Euro, is fraught with uncertainty. 
What you need is a guide who’s been this way before. 

Founded 125 years ago simultaneously in 4 European countries, Paribas was the first bank with a 
truly European philosophy. Today, with an organisation based on banking activities and industrial sectors, 
no other bank can equal its experience in crossing financial frontiers. 

In the 1??7 1FR Awards, Paribas won for Eurobond of the year and was named Ecu/Euro Bond 
House of the year. As we get closer to the “big bang” of 1???, the experience of Paribas as the lead Ecu 
bookrunner since 1?81 puts the bank in a unique position of authority in all questions relating to the Euro. 
And it is, in fact, only by the application of experience that we can solve the problem of the crossroads 
with the fallen signpost. 

How do you decide which way to go? You leverage your own recent experience. Since you do 
know where you’ve come from, you simply raise the signpost, point the relevant arrow in the direction 
from which you have come - and the way ahead is clear. http:!/www.paribas.com 

PARIBAS Thinking beyond banking 
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THE ARTS 



life In the raw: ‘Horses fighting in a stable', 1818 by . Theodore Gfrfcauft 


Bound by powers of observation 


William Packer finds many similarities in the work of G6ricauft and Desportes, two French artists of different eras 


It is through drawing that we come 
closest to the artist working, but 
what is less often taken into 
account is that it is through draw- 
ing, too, that artists themselves 
come closest together across the 
years, all the difference of time and 
temperament and national schools 
notwithstanding. From the studies 
of Holbein to those of Ingres and 
Degas, we sense that same shock of 
recognition of a common humanity 
and experience of the world. 

It is no surprise, than, that two 
artists bom into the same culture, 
separated in the overlap of their 
lives by a mere 48 years and the 
chasm of the French Revolution, 
should exhibit a certain sympathy 
in their work. There are, of course, 
enormous differences too, between 
the decorative fainter of animals, 
and in particular the hunt, to the 
courts of Louis XIV arid Louis XV 
and the young genius of burgeon- 
ing Romanticism; but in the excite- 
ment of battle or the hunt, and in 
fheir manifest love of animals as 
they really are, they stand on com- 
mon ground. 


The point was made for me 
when, in pegging through to the 
show of G&icautt's graphic work 
now at the PttzwiLIiam Museum, I 
chanced upon the small study, in 
oil on card, of cals in various atti- 
tudes, by Alexandre Desportes 
(1661-1743). Having lately seen simi- 
lar studies of his in the small show 
now at the Mona Bismarck Foun- 
dation in Paris, I was perhaps pre- 
pared. Even so, this single piece, 
dating from the earliest -years of 
the 18 th century, seemed just as 
close in the reality of its observa- 
tion to Stubbs, Menzd or Degas, as 
to Gericault 0.791-1824). 

This Gfiricault show covers a lot 
of ground, from his early anatomi- 
. cal studies to his engagement with 
print-making and lithography in 
particular, collaboration with 
printers and publishers, and trav- 
els to Italy and England. And 
beyond the gestural extravagance 
and sentiment of Romanlticism, 
what we find is -the underlying 
rational curiosity in how things 
are, which ogives the wotfc its pro- 
bity and strength. 


The myth would have it that the 
brilliant young artist, dead at 33 in 
1824, was self-taught, but in truth 
he studied hard, notably with Ver- 
net and Guerin. His early human 
studies are based on Monnet’s 
great Anatomy for the use qf Paint- 

.In the excitement of 
the hunt or battle and 
in their love of 1 
animals, they stand 
on common ground 

era, published in "the 1770s, which 
established the graphic convention 
by. which- thd subject would be 
taught for the next 200 years. 
But those of the horse, made from 
museum casts of a flayed carcass. 
are the more spectacular. The 
assured, economical sepia-wash 
account of the articulation of 
the lower leg, tendons taut 
around heel and hock, is the single 


most beautiful work on show. 

What follows are the prints and 
illustrations, the experiments with 
heightened grounds to reinforce 
the emotional effect, all of which 
are fascinating. But impressive 
though the worked-up drawings 
and finished prints are, it is at the 
point of observation, be it only a 
scribbled note of turn of gesture, 
that he is always the more truly 
Impressive. 

In Paris, Alexandre Desportes is 
not far the faint-hearted nor the 
politically correct His celebration 
of the hunt in all its gory splen- 
dour, the snarling pack tearing 
down its quarry, is unabashed. 
And yet how beautiful these crea- 
tures are, seen in their animal 
nature: “Tane", the favourite 
hound of Louis XIV, with a brace 
of partridge, “Pompfie” and “Floris- 
sant", the hounds of Louis XV. 
How beautiMly they are painted, 
filling their decorative commission, 
but yet so vigorous and true. It is 
in this respect that the oil studies 
are so remarkable, at once for the 
directness and honest of their 


observation, their unsentimental 
curiosity, and above all the sheer 
love of nature they display. Fox, 
heron, buzzard, hoopoe: all fall 
beneath his clear eye and bold 
hand, and so too the vegetable 
kingdom. A branch of oak leaves 
makes as perfect a botanical cele- 
bration as you could ever hope to 
see. 

It was Desportes’ misfortune, 
dying at 82 in 1743. to be overshad- 
owed in his reputation by the 
younger, more blatant talent of 
Oudry, and so forgotten. But be 
was famous in his time, and much 
respected by his peers, notably 
Chardin. There coold hardly be 
sounder a recommendation. 

Gfrricanlt - water-colours, drawings 
aad prints from the- Ecute des Beaux- 
Arts, Paris the HtznriBam -Museum, 
Cambridge untfl May 25; supported by 
the French Embassy and ScMunberger 
Cambridge Research. Alexandre- Fran- 
gois Desportes - tableaux de chasse 
Mona Bismarck Foundation, 34 Avenue 
de Hew York, Paris 16 until May 16, 
than to the Musee do b classes, Sen. 


Britten strikes a chord at last 


NEW YORK OPERA 

PHI Banyan 
Lincoln Center 


The Auden-Britten opera (or 
operetta) Paul Banyan was 
originally conceived by that 
canny, humane expatriate 
music publisher Hans 
Hetnsheimer, who suggested 
the composer write a work 
suitable for high school per- 
formance. The time was the 
late 1930s. era or Roosevelt's 
thrilling and debated New 


Deal, of apparently trium- 
phant fascism in continental 
Europe, and - on a different 
level - the booming Broad- 
way of Irving Berlin and 
Cole Porter, now invaded by 
another exile, Kurt Weill AH 
of these historical condition- 
ers can be folt in Auden’s 
deft, moving, exhilarating 
libretto, and are sensitively 
supported, enriched, 
extended by Britten’s subtle, 
versatile score. 

When the work was first 
heard, in Brander Matthews 
Hall at Columbia University 
on May 5, 1941, it was not 


wen received. Britten and 
Auden subsequently had a 
falling-out, and Britten did 
nothing to push the piece in 
the UK when he soon 
returned there. Then, in 
1976, shortly before his 
death, the composer revised 
the piece and had it given at 
Aldeburgh. But still it did 
not catch on. In the US, it 
was practically forgotten. 

Now - in a production pre- 
viously seen at Glimmer- 
glass, the summer opera sea- 
son in upstate New York - 
Paul Bunyan has finally 
arrived at Lincoln Center. 


The reduced but effective 
orchestra, conducted by 
Stewart Robertson (making 
his City Opera debut), was 
alert to every nuance, con- 
veying the pathos and the 
humour with equal percep- 
tiveness. 

The direction of Mark 
Lamos was constantly, bril- 
liantly inventive, never seek- 
ing attention for its own 
sake and always sharply 
focused on the work. And 
what a wonderful work it is! 
Even the crustiest reaction- 
ary could not have objected 
to the use at titles, as they 


allowed the audience to 
catch every word of Auden’s 
libretto. It includes, after all, 
beloved poems like “Gold in 
the north" and “Carry her 
over the water", and the 
magnificent final prayer, 
with its ironic wit and sober- 
ing undertone - a conclu- 
sion worthy of the serious 
Rossini of Mast in Egitto or 
Guillaume Tell. 

Robertson and Lamos 
could rely on equally gifted 
collaborators, such as Paul 
Steinberg (sets), Constance 
Hoffmann (costumes; and 
Robert Wierzel (lighting). 
The cast, too, was near-per- 
fect. so attuned to one 
another that it is perhaps 
invidious to single out any 


of them. But the debutant 
baritone David Lutken, who 
as the narrator/ballad-singer 
brought an appropriately 
laid-back touch to the piece, 
cannot go unpraised, nor can 
John McVeigh (Hot Biscuit 
Slim) and Elisabeth 
Comeaux (Tiny), an irresist- 
ible, romantic pair of lovers. 
In one of the many small 
roles. James Ruff, a singing, 
dancing Western Union Boy, 
won unanimous, deserved 
applause. 

For years, enthusiasts 
have been saying that Paul 
Bunyan should be in the rep- 
ertory. Perhaps now, thanks 
to the corresponding enthu- 
siasm of G limmerglass and 
City Opera, it is. 


How death 
becomes them 


THEATRE 

ShocMwaded Pater 
Lyric Theatre, London W6 

Everything about the 
staging of Shockheaded Peter 
feels original, and much of it 
is mar vellous. Described as 
“a junk opera", it is inspired 
by the tale and illustrations 
of Heinrich Hoffmann’s cele- 
brated Strumvelpeter (1844), 
and is directed by Julian 
Crouch and Phelim 
McDermott, who have 
throughout the 1990s been 
among the most inventive 
figures in British theatre. 

Crouch's and McDermott's 
taste inclines towards carica- 
ture, history, bizarrerie, 
melodrama, wit: for sets that 
I look like theatre sets, for 
masks and puppets and foot- 
lights, for acting that never 
lets you forget it is acting: 
and for entertainment that is 
both innocent and macabre. 

They seem to me now like 
ingenious children, now like 
impassioned boffins. Gradu- 
ally, then with increasing 
emphasis, and finally with 
grotesque insistence, they 
use Shockheaded Peter to 
remind us how that collec- 
tion of cautionary children's 
tales is uniform in leading 
each of its several heroes to 
his or her death. Matilda 
with her matches: Conrad 
Suck-a-Tbumb: Johnny 
Head-in-Air; Fidgety Phil; 
the Man with the Guru Fly- 
ing Robert . . . These and oth- 
ers all die for their original 
sins; Though almost all of 
them are' children, and 
though their faults are 
scarcely heinous, their 
hubris is given the ultimate 
punishment, and there is no 
tenderness in the telling. 
Death becomes a black 
refrain. And to see how 
Crouch. McDermott & Co. 
reveal the gruesomely ener- 
getic malice of German 
Expressionism already at 
work in these mid-19th-cen- 
tury stories is oddly thrill- 
ing. 

You have to laugh, espe- 
cially when a toy rabbit - 
the protagonist of one tale - 
is seen ascending to heaven. 
Clouds zoom downward past 
him as he rises; his big ears 
flap like Dumbo's; and as he 
rises Into rabbit nirvana, the 
narrator, a spooky false ttist, 
is. screaming “Dead! Dead! 
Dead!" like the witch in Han- 
sel and Gretel. 

AH the, tales are told differ- 
ently. Vast spikes of Peter's 


shock of hair rise through 
the floorboards; . Harriet's 
petticoats lift and flap and 
prove to be flame-coloured 
underneath; scarlet cotton 
streamers fall from the sock- 
ets where Conrad's too-often- 
sucked thumbs have been 
cut off by the Scissor Man; 
Fidgety Phil sets off a whole 
percussion cadenza. 

The designs - the work of 
Crouch and Graeme Gilmour 
- are the show’s most bril- 
liant component. Life-size 
and astonishingly life-like 
marionettes: tiny Punch-and- 
Judy-type puppets controlled 
by highly visible actors; fab- 
ulously baroque wigs; and. 
above all, the vast toy -thea- 
tre- type set, with its painted 
flats, and with doors and 
windows and curtains in its 
every layer. But, as always 
in Croucb/McDermott shows, 
it is hard to separate one ele- 


As the show 
accelerates, it 
becomes more 
impish, more 
absurd, more 
insistent 


mem from another in par- 
ticular, the designs and the 
acting seem to be one and 
the same. 

Julian Bleach is outstand- 
ing as the ghoulish and 
death-dealing master of cere- 
monies. Martyn Jacques has 
adapted the lyrics and 
directed the music, achiev- 
ing a music-hall flavour to 
the show, at its best like a 
nursery version of Brecht 
and Weill ending the show. 
He Is also the inscrutable/ 
sinister/gieefui falsettisl who 
croons or shrieks most of the 
individual narrations. 

Which brings me to the 
besetting problem of this 
105-minute-long show. In its 
first half, it Is only intermit- 
tently wonderful. In 
between, it obviously sags, 
creaks and dunks. Crouch. 
McDermott & Co love to pro- 
long our antidpation. but as 
they do so, we feel their 
strain In keeping us enter- 
tained. Yet, as the evening 
progresses, tiffs naughty km- 
dertotenlieder show acceler- 
ates; grows more impish, 
more insistent, more absurd; 
enthralls. 

Sponsored by Barclays Stage 
Partners. To May 9. 
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INTERNATIONAL 

Arts 

Guide 


: AMSTERDAM 

CONCERTS 
Concertgebouw 
Tot 31-20-675 4411 
• London Symphony Orchestra: 

conducted by Michael Tlteon 

Thomas In works by Bernstein and 

Copland; May 2 

l • London Symphony Orchestra: 

! conducted by Michael Tllson 

-Thomas in works by Bernstein, 

Ives, Mahler and Strauss; May 3 

EXHIBITION 
Van Gogh Museum 
| Tat 31-20-570 5200 

Jewels from a Photographic 
i ' Cofleetion: highlights from thePrint 

• Room of Leiden University, 

* selected by students and focusing 
f on the period 1860-1900. Includes 
I works tyBreltner and Wltsen as 

! vrefl fts many hitherto unknowns: to 


Wolfgang Gussman. With the 
Netherlands Philharmonic 
conducted by Hartmut Haenchen; 
Apr 28 


BERLIN 

DANCE 

Deutsche Oper 
Tel: 4B-30-34384-01 
La Sylphlda rerival of a production 
designed by David Walker and 
directed by Peter Schaufuss. after 
August Boumonville; Apr 28: May 1 

OPERA 

Deutsche Oper 

Tel: 49-30-34384-01 

• Lohengrin: by Wagner. Rerival 
of a production conducted by 
Christian Thielemann and staged 
by G6tz Friedrich; Apr 30 

• Parsifal: by Wagner. New 
production conducted by Christian 
Thielemann in a staging by Gfite 
Friedrich; May 3 


BOLOGNA 

OPERA 

Teatro Comunate 
Tel: 39-51-529 999 
vmw.nettunaiVbo/teatmcormnalB 
Don PasqualK try Donizetti. La 
gcpia production conducted by 
ji/aurizio Benin i/Roberto Potastri in 
a staging by Stefano Vfcdoii, Cast 
includes Ruggero Raimondi; Apr 
28, 30; May 3 



OPERA 

Netherlands Opera, Hot 

MwWdheater 

Tte3i-2<W57 8911 
yroowsc by Berg. Wim Trompert 
a revival of WiHy Decker’s 
1 ^ Production, with designs by 


CHICAGO 

CONCERTS 
Orchestra Had 
ret 1-312-294-3000 
ww.chlcagQsympharv.org 

m Chicago Symphony Orchestra: 



American premiere of Carter's 
Clarinet Concerto, conducted by 
Pierre Boufez with clarinet soloist 
John Bruce Yeh. The programme 
is completed by Mahler’s 
Symphony No. 1 in D Major 
Apr 28 

• Chicago Symphony Orchestra: 
conducted by Pierre Boulez in 
works by Ravel, Ligeti, Messiaen 
and Roussel With piano soloist 
Pierre-Laurant Aimard; Apr 30; May 
1.2 

EXHIBITIONS 
Art Institute Of Chicago 
Tel: 1-312-443 3B00 
vrvrwjBrtic.edu 

Italian Baroque Terracotta from the 
Hermitage Collection: 35 works 
coOectad in the 1740s by the 
Abbot Fareetti, before they were 
acquired by the Tsar. Never before 
seen In the US, the collection 
Indudes pieces by Bernini and 
Algardi; to May 3 


FLORENCE 

OPERA 

Maggio MwScafo Horentino 
Teh 39-55-211158 
wm.m8ggtofiorentirio.com 
Lady Macbeth of Mtsensk: by 
Shostakovich. New production by 
Lev Docfln, conducted by Semyon 
Bychkov. Teatro Comunale; Apr 
29;Mfly2 


HELSINKI 

OPERA 

Finnish National Opera 
Tek 358-9-4030 2211 
The Magic Flute: by Mozart. New 
production by Swedish director 
Etienne Glaser, designed by Peter 


Tillberg. Conducted by Mlkko 
Franck; Apr 29; May 2 


LONDON 

CONCERTS 
Barbican Hafl 
Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Michael Tllson 
Thomas in a programme Including 
works by Bernstein. Mahler and 
Copland; Apr 29 

Royal Festival Hall 
Tek 44-171-9604242 

• London Philharmonic Orchestra: 
conducted by Mark Wtggtesworth 
in works by Debussy, Beethoven 
and Sibeflus; Apr 29 

• Phlharmonia Orchestra: Mozart 
Piano Concerto Cycle. The second 
of two concerts given by AndnSs 
Schtff features the three final Piano 
Concertos, Nos. 25, 26 and 27; 

Apr 30 

• The Royal Opera: Parsifal, by 
Wagner. Concert performance, 
conducted by Bernard Haitink. The 
title role Is sung by Pttrido 
Domingo; Apr 28; May 1 

OPERA 

En^sh National Opera, London 
Cofcttum 

Tel: 44-171-632 8300 
La Boh&me; by Puccini. Steven 
Pimlotfs production is revived by 
Barry Atkinson and Frances Moore, 
and conducted by Alex Ingram; 

Apr 28; May 1 


LOS ANGELES 

OPERA 

LA. Opera, Dorothy Chandler 
Pavilion 


Tek 1-213-972 8001 
www.laopem.org 
II Trovatore: by Verdi. Conducted 
by Gabriele Ferro in a staging by 
Stephen Lawless. Cast includes 
Vladimir Bogachov; Apr 29; May 2 


MANCHESTER 

CONCERTS 
Bridgewater Han 
Tel: 44-161-907 9000 
Detroit Symphony Orchestra: 
conducted by Neeme JSrvi in the 
opening concert of a European 
tour. Programme oidudes 
Prokofiev's Piano Concerto No. 3, 
with soloist Leif Ove Andsnes; 

Apr 29 


MUNICH 

CONCERTS 

Phftharmcme Gastejg 

Tel: 49-89-5481 8181 

• Munich Philharmonic Orchestra: 
conducted by Bernard Klee In a 
programme Including works by 
Debussy and Schoenberg. With 
soloists Including soprano 
Hfldegard Behrens; Apr 28 

• Munich Philharmonic Orchestra: 
conducted by Heinrich Kkig in 
works by Glnastsra and Milhaud; 
May 3 

EXHIBITION 
Haus cter Kimst 

Tek 49-89-211270 
Arnold Bflckfin, Giorgio de Chirico, 
Max Ernst: Journey Into the 
Unknown. Selection of 130 works; 
previously seen in Zurich; to May 3 


NEW YORK 

CONCERTS 


K. 


Lincoln Center 
Tek 1-212-721 6500 
www. lincolncenter. org 
York Philharmonic: conducted by 
Leonard Slatkin in works by Carter, 
Mahler and Suk. With baritone 
Dmitri Hvorostovsky, Avery Fisher 
Hall; Apr 30; May 1 


PARIS 

CONCERTS 

Salle Pfeyef 

Tek 33-1-4561 6589 

Orchestra de Paris: conducted by 

Kurt Sartderflng in works by Mozart 

and Bruckner. With violin soloist 

Tedf Papavrami; Apr 29, 30 


ROME 

EXHIBITIONS 
Palazzo Ruspofi 

Tel: 39-66830 7344 
www.pelazzxxuspori.it 
Mummy Portraits: nearly 200 
portraits, previously seen at the 
British Museum in London, painted 
on wooden panels, linen shrouds 
and plaster masks; ends on 
Thursday 


TOKYO 

EXHIBITIONS 
Suntory Art Museum 
Highlights of Asian Painting from 
Cleveland’s Museum of Art 
selection of 100 works ranging 
from foe 11th-19th centuries and 
focusing on foe figure] tradition; 
from today until Jun 21 


VIENNA 

EXHIBITION 

KunstH&usWfen 


Tek 43-1-712 0495 
COBRA 1948-1951: organised to 
mark the 50th anniversary of a 
post-war group of experimental 
artists who derived their 
movement’s name from their three 
cities of origin: Copenhagen. 
Brussels and Amsterdam; to May 3 


WASHINGTON 

DANCE 

Kennedy Center 
Tek 1-202-467 4600 
Dance Theatre of Hariem: 
programme of works by Wilson, 
Balanchine, North and Holder; 
Opera House; May 1, 2, 3 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: MoneyOne with Lou Dabbs 
1330: Business Asia 
1930: World Business Today 
22 . 00 : World Business Today 
Update 

• Business/Market Reports: 
05:07; 06*7; 07:07; 0820; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FT7V 
reports live from LlFFE as the 
London market opens. 



I 









FINANCIAL TIMES TU ESDAY APRIL 2S 1998 


COMMENT & ANALYSIS 



MARTIN WOLF 


Best of both worlds? 

The most surprising and boldest change in the British ■ 
government’s first year in office is working - up to a point 


Almost a year ago, just five 
days after coming into 
power, Gordon Brown 
announced that the Bank of 
England was to be 
operationally independent 
This remains the 
government's most startling 
gambit Is it paying oE? 

The answer depends, in 
part, on what its purpose is 
taken to be. A concealed aim 
may have been the desire to 
hand to the Bank the 
obligation to raise interest 
rates that had been kept too 
low, too long by Mr Brown's 
predecessor, Kenneth 
Clarke. Certainly, the Bank 
has recently been 
an guishing over whether to 
raise rates again. The 
ostensible purpose, however, 
was laid out in the 
chancellor’s letter to Eddie 
George, the Bank's governor. 

In it, Mr Brown reminded 
Mr George of the manifesto 
commitment to “ensure that 

riw icinn-ma king on 

monetary policy is mare 
effective, open, accountable 
and free from short-term 
political manipulation”. He 
also told the Bank governor 
that the goal would be price 
stability. “Without prejudice 
to this objective,” the Bank 
would have “to support the 
government’s economic 
policy, including its 
objectives for growth and 
employment”. 

In essence, this new 
regime was a way to resolve 
an old debate between 
advocates of discretionary 
policymaking and policy 
based on explicit rules. By 
making an inflat ion rate of 
2JS per cent the objective, 
while giving the new 
Monetary Policy Committee 
(MPC) discretion on how to 
achieve it the government 
hoped far the best of both 
worlds. 

The min utes of the MPC 
suggest the government is, 
by and large, getting what it 
wants. They reveal a 


committee confronting the 
difficulties involved in using 
the discretion it has been 
granted, to achieve the 
objective it has been set 
True, the MPC is divided not 
just over whether base rate 
should be TA per cent rather 
than 7 per cent, itself a 
trivial difference, but over 
more fundamental issues. 
Fortunately, these divisions 
have not eliminated - and in 
some respects have 
reinforced - the benefits of 
the new regime. 

The credibility of tbe goal 
of low inflation has 
obviously improved. Tbe 
yield differential on 10 -year 
government bonds between 
the UK and Germany bas 
declined from 1 % percentage 
points before the 
announcement to below 1 
percentage point today. The 
gap between yields on 
conventional and 
index-linked gilts - an 
indicator of inflation 
expectations - has declined 
from 4 percentage points to 3 
percentage points today. 

The process is far more 
transparent, open, 
accountable and free from 
short-term political 


manipulation than before, as 
the chancellor wished. 
Divisions in the MPC are 
known: minutes are * 
increasingly candid; the 
| debate focuses on 
substantive questions: and 
I members are subject to 
| thorough questioning by the 
j Treasury Select Committee 
of the House of Commons. 

Divisions in the MPC have 
brought out several 
important tactical questions; 

• Should rapid reversals in 
Interest rates be avoided? 

• is a forecast that inflation 
will be above the target 
sufficient reason to raise 
rates? 

• How Ear should policy try 
to fine-tune output? 

On the first of these 
points, interest rates should, 
logically, be set to deliver 
the target Otherwise, they 
will be “behind the curve” 
and movements will he have 
to be bigger than would 
otherwise to necessary, 
making the tbe economy 
needlessly unstable. The 
argument against this 
position is that there may 
then be swift reversals, as 
new information arrives. 

The minutes of the March 


A bard poinding - 
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meeting of the MPC reports 
the objection that “such 
reversals could be 
misunderstood, creating 
uncertainty both in financial 
markets and in the wider 
economy”. Thus speaks the 
classic central banker, to 
whom it is more important 
to avoid admitting a mistake 
than to avoid making one. 

The argument that 
central-bank decisions 
should not be swiftly 
reversed is unpersuasive. 
Central bankers are not 
touched by divine wisdom. 
They will make mistakes 
and must feel free to change 
their What matters is 
that they explain 
themselves. This is why the 
Bank needs both to publish a 
statement to accompany any 
change in rates and to 
accelerate the publication of 
the minutes. 

On the role of forecasts, 
the MPC is not a machine 
bound to do what the 
forecasters suggest Equally, 
it must be mindful of the 
temptation it faces to 
postpone raising rates. Tbe 
min utes argue that forecasts 
do “not themselves dictate 
mechanically precisely by 
how much or when official 
rates should change”. 
Nevertheless, the MPC needs 
a strong reason to publish a 
forecast suggesting it win 
fail to meet its target and 
then do nothing. 

Finally, on fine-tuning, the 
February minutes report the 
view that interest rates 
should not be raised because 
“an immediate increase in 
interest rates would 
aggravate the downturn in 
output projected for 1998”. A 
postponed increase, on the 
other hand (even if it had to 
be larger), might have its 
effect when growth was 
expected to be stronger, in 
1999. This is the finest of 
macroeconomic fine-tuning, 
ft is disturbing that 
members of the MPC believe 
they possess the knowledge 
and skin to manngp the 
economy in this way. 

Whatever one thinks the 
right answers are, the very 
fact that such questions are 
now being debated is 
valuable. More immediately 
exciting, thnng h is whether 
the decisions resulting from 
those debates, to leave rates 
at 7.25 per cent, are correct 

Certainly, the Rank is 
unlikely to raise rates in the 
near future. Last week’s 
data, which suggest the 
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■ The euro is on its way. On the first weekend regions, ft offers local expertise in a global 
in May 1998, the member states of the Euro- context ■ Here too, DG BANK operates by 
pean Monetary Union (EMU) wiil be deter- a principle that makes every customer a part- 


mined and the European Central 


Bank established in Frankfurt. 


Germany’s prominence as a fi- 


nancial center is thus destined . 


to further increase, V From its 


THE WIR PRINZ1P 


ner in a singular way. We call 


it the WIR PRINZ1P, to which 


DG BANK and its staff are 


wholeheartedly committed, ft is 


rooted in the classic tradition of 


Frankfurt headquarters, DG BANK is ideally the cooperative system linking equal business 

positioned to help business gain a clear- partners. And it has a great future. Because 

sighted view of the complex Euromarket Ami it exemplifies the central idea of partnership; 

with a presence in the world's major economic mutual cooperation leads to mutual success. 

Head Office: DG BANK, £3 D-602S5 Frankfurt am Main, Germany. Offices in: Amsterdam, Atlanta. Bangkok. Beijing, 
Budapest Cayman Islands. Hong Kong, Jakarta, Johannesburg. London, Luxembourg. Madrid. Mexico City. 
Maan, Moscow, Mumbai (Bombay). New York. Parte. Prague. Sao Paulo, Seoul. Shanghai, Tokyo. Warsaw, Zurich. 


economy is slowing, 
indicates it is under no 
pressure to do so. All the 
same, not to raise rates is to 
gamble on the future 
strength of sterling. 

It is only because of the 
huge appreciation of the 
exchange rate since the 
summer of 1996 that there Is 
much chance of hitting the 
target two years hence. As 
the chart shows, sterling is 
now at levels not seen since 
1982, in real terms. 
Unfortunately, there is no 
good explanation for 
sterling’s extraordinary 
strength. What happens then 
if it experiences an equally 
inexplicable collapse? The 
inflationary pressure its rise 
bas contained would appear. 

It may be impossible to 
know why sterling has been 
so strong, but it is not 
difficult to foresee what 
might make it weaker. In its 
latest forecast, the 
Organisation for Economic 
Co-operation ami 
Development suggests the 
deterioration of the external 
balance will turn a 3.1 per 
cent expansion of final 
domestic demand int o L7 per 
cent growth of GDP. In 
an y thing like such 
circumstances, sterling 
could easily weaken 
dramatically. This could 
! then confront the MPC with 
I the worst of all worlds - 
sta gflation Domestic 
demand growth may to 
slowing, bnt there would 
still be the inflationary 
impact of a devaluation an 
an economy very close to 
frill capacity. 

All this is out of Mr 
Brown’s hands. He can only 
moan about inflationary 
wage settlements, in the 

time-honoured fashi on of 
British chancellors. To his 
credit, he has created a 
sensible monetary regime. It 
ought to deliver what he 
hopes, in the lo n g ran. 

Whether it does so 
depends on the MPC. It 
confronted a nasty dilemma 
from the start - not the 
strength of sterling; which 
was the remedy for the 
inflationary consequences of 
overheating, but its 
ignorance of how long it I 

would last With luck, it will ; 
last long enough and aid 
smoothly enough to deliver 
the target and a soft landing 
But the MPC may now be 
relying too much on luck. 

Martin. Wolfu FT. com 


LETTERS TO THE EDITOR 

UK’s chance to seize nuclear initiative 


I From Mr Gordon Thompson. 

Sir. Your editorial on the 
UK’s acceptance of Georgian 
wea pons-grade uranium was 
a mired bag (“Nuclear parcel 
1 gets passed". April 23). On 
the positive side, you identi- 
fied the significant global 
threat posed by insecure 
storage of nuclear weapons 
materi als , and you called on 
the nuclear states to reduce 
their stocks of these materi- 
als. You were also correct in 
contrasting the small 
amount of Georgian material 
with the much larger global 
stocks. However, you 
improperly interpreted the 
public outcry on this issue, 
and in doing so you per- 
formed a disservice to policy. 

The public is deeply dis- 
trustful of government and 
industry pronouncements on 


nuclear matters. This dis- 
trust flows not from igno- 
rance but from bitter experi- 
ence. Tony Blair and his 
colleagues should reflect on 
that experience mid develop 
a nuclear policymaking 
approach that regains public 
trust The approach should 
stress openness, accountabil- 
ity, m examination of alter- 
native options, and public 
involvement 

Such an approach could to 
uncomfortable for parts of 
the nuclear industry, but 
could also create a platf orm 
from which the Blair govern- 
ment could launch a global 
initi ative to strengthen con- 
trol of nuclear weapons 
materials. 

This initiative could bene- 
fit the UK in a variety of 
ways. An open policy- 


Too many weaknesses in EU 
code of conduct on arms sales 


From Mr David Bryer. 

Sir. The government offi- 
cial quoted in your report 
(“UK urged to tighten gun 
export curbs”, April 23) as 
saying that arms export con- 
trols are already “to the 
hi ghPBt standards” takas an 
over-optimistic view. Last 
Wednesday’s revoking or 
export licences for handguns 
to British companies by the 
US State Department shows 
how far there is to go. 

Although tbe UK govern- 
ment has maHp significant 
efforts on arms policy since 
last May, present UK and 
French proposals for a EU- 
wide code of conduct on 
arms sales will not lead “to 
the highest 

standards”. 

These proposals include 
caveats that would allow 
arms to continue to be sup- 
plied to users with poor 
human rights records, or 
where their cost would be 
likely to divert resources 
away from social spending. 

Perhaps even more impor- 
tant, they include no provi- 


sion far providing accurate 
and timely information of 
arms sales to the parlia- 
ments, public or media of 
European Union countries. 
And EU governments have 
not yet agreed on common 
lists of countries that will 
not receive further arms 
sales, or where there will at 
least be a presumption of 

rionlal, 

The EU code is a step in 
the right direction, as were 
Labour’s new arms guide- 
lines of July 1997 cm which 
tbe code is based. But these 
weaknesses mean that the 
public can have little confi- 
dence that the code will to 
an effective mpriinnism to 
implement the UK govern- 
ment’s own stated aim: that 
arms should no longer go to 
where they will be used for 
either internal repression or 
external aggression. 

David Bryer, 
director, 

Oxfam, 

274 Banbury Road, 

Oxford 0X2 7DZ, UK 


mwiHnff approach might 
reveal that the plutonium 
operations of British Nuclear 
Fuels are uneconomic and. 
as indicated by the Royal 
Society, an environmental 
and security threat. Yet a 
global initiative on nuclear 
materials control could cre- 
ate a new outlet for SNFL’s 
proven capabilities in 
nuclear site dean-up and 
waste management. These 
capabilities ore badly needed 
in Russia and their applica- 
tion could be linked with 
Improved security at Rus- 
sian nuclear facilities. 

Gordon Thompson, 
executive director. 

Institute For Resource 
and Security Studies, 

27 Ellsworth Avenue. 
Cambridge, MA 02139, US 

Japanese eggs 
and chickens 

Frxxn Mr David B. Joliy. 

Sir. Jeffrey Sachs (“Danger 
in flogging Japan”, April 24) 
confuses the chicken and the 
egg of the east Aslan finan- 
cial crisis. 

Japan’s disastrous deci- 
sion to raise taxes sharply 
from the start of April 1997 
sent the domestic economy 
into a tailspin and, in a 
self-perpetuating turn, con- 
tributed (and still contrib- 
utes) to the Aslan crisis by 
sharply reducing Japanese 
demand for Asian exports. 

The increases were imple- 
mented in the name of fiscal 
prudence, despite the fact 
that the financial system 
was effectively insolvent and 
the recovery barely afloat. 
Contrary to Mr Sachs' asser- 
tion that criticism of these 
policies is "hyperventila- 
tion”, Japanese business 
leaders’ comparison of Ryu- 
taro Hashimoto. the prime 
minister, with Herbert Hoo- 
ver is entirely appropriate. 

David E. Jolly. 

8 Beverley Court 
London W4 4LQ. UK 
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Bad reception in Brussels 

The EU's efforts to ensure fair competition in digital satellite television could prevent the 
emergence of a strong European business, argue John Gapper and Emma Tucker 


DGB4NKO 


I n the next few weeks, 
Brussels will publish 
two crucial rulings cov- 
ering two of the most 
important broadcasting mar- 
kets in Europe - Germany 
and tbe UK Together, these 
could set the rules for com- 
petition in the rapidly evolv- 
ing digital satellite television 
sector for years to come. 

First, the commission is 
due to rule on a home- 
shopping and banking ser- 
vice for British Sky Broad- 
casting’s planned digital 200- 
channel service. The ven- 
ture, known as British Inter- 
active Broadcasting, is con- 
trolled by BSkyB and British 
Telecom- 

Second. it is considering 
tbe latest effort to establish 
a digital pay television net- 
work in Germany. Even 
though it had previously 
blocked an attempt by Kirch 
Group and Bertelsmann to 
set up a joint network with 
Deutsche Telekom four 
years ago. the two media 
companies are trying again. 
This time, they are seeking 
to form a digital venture 
based around Premiere, an 
existing TV service. 

In each case, the commis- 
sion win seek to ensure com- 
petition by preventing com- 
panies from using their 
dominance to shot out oth- 
ers. But some analysts argue 
that, because of tbe cost 
structure of the industry, a 
standard competition 
approach will prevent the 
1 emergence of viable pan- 
1 European businesses. The 
question is whether Brussels 
wQl bend or whether it win 
resist grand alliances 
Until yesterday. Kirch and 
Bertelsmann had toughed it 
out. arguing that the com- 
mission was over-estimating 
the dangers of Premiere. But 
yesterday the companies 
backed down and offered 
several concessions. 

The EU’s attitude is cru- 
cial. Its rulings come as pay 
television gathers pace in 
Europe- In April 1996. Canal 
Plus launched its service fol- 
lowed by Kirch’s DFl in Ger- 
many that July. BSkyB Is 
due to begin its SftVchanne) 
UK service this June. 

The move to digital satel- 
lite is significant Its capac- 
ity to carry a huge range of 
channels means it could 
become television's domi- 
nant form of distribution. 
Digital networks will not 


Proposed affiances 

BitU Moscow Bradnafirg 
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only be able to carry a lot of 
traditional television chan- 
nels. They win also provide 
the capacity for a growth in 
pay-per-view services, with 
viewers paying extra for 
individual programmes such 
as a recently released Holly- 
wood film. 

Brussels has clear grounds 
for concern. If a single digi- 
tal television network 
emerges, it may well try to 
ensure that viewers watch 
only its own programmes 
and use its own services. 

The EU’s alarm bells 
therefore rang loudly when 
Bertelsmann and Kirch last 
year abandoned a debilitat- 
ing fight, agreeing to form 
the Premiere service. They 
also formed a link with 
Deutsche Telekom. For 
European regulators, mat- 
ters could hardly have been 
worse. Not only were the 
two competing companies in 
German satellite television 
linking up, but they were 
also involving Germany’s 
largest cable operator. 

When It launched an 
inquiry in January, tbe com- 
mission said it feared that 
Premiere would dominate 
pay television. "There is con- 
siderable evidence that no 
additional broadcasting and 
marketing platform could 
develop," It said. 

The issue has pitted tbe 
German federal government 
against tbe commission. 
Similarly. UK regulators 
approved BIB only to find 
the commission taking a 
tough line. National authori- 
ties want their domestic 
media companies to emerge 
as strong farces, capable of 


competing across Europe. 
But the EU is more con- 
cerned with keeping a level 
playing field. 

Yet the approach of Mr 
Karel Van Miert, the compe- 
tition commissioner, has 
even come under attack 
from within tbe commission 
itself. Other directorates 
have emphasised the need to 
encourage a strong Euro- 
pean industry. “Our 
approach is not consistent," 
says one official. “We say we 
want to help the audiovisual 
sector develop, but we block 
it with competition rules.” 

Richard Dale, a media ana- 
lyst at Salomon Smith Bar- 
ney, agrees. “Developed 
European economies are 
only capable of supporting 
one profitable digital broad- 
casting service because of 
the enormous costs 
involved,” he says. 

Digital television has sev- 
eral characteristics that 
make it extremely hard to 
achieve stable competition 
among two or more Euro- 
pean companies: 

• It tends to be highly 
geared. A company will ini- 
tially sustain enormous 
operating losses before mov- 
ing - after three or four 
years - into equally large 
profits. Not only must 

to spent on in fr a s tr u cture, 
but companies also have to 
invest in rights to and 
sports events. 

• While US satellite broad- 
casters, such as DirecTV, 
can reach an audience 
across an entire continent, 
this does not apply in 
Europe. Not only are lan- 
guage and culture more 


divided, but rights to movies 
and sports are sold on a 
national basis. 

• Broadcasters have to 
spend more money to fin up 
a greater number of chan- 
nels. and viewers are 
unlikely to accept far higher 
subscription rates to com- 
pensate. A new entrant is 
therefore less likely to fry to 
compete with an established 
service. 

Competition may not even 
be the best deal for consum- 
ers. “ Theory tells you two 
competing businesses are 
better for the consumer than 
one. but it may not hold 
here,” says Mr Dale. If two 
satellite broadcasters com- 
pete in one territory, he 
argues, not only might they 
confuse consumers with 
technically incompatible ser- 
vices, but they will tend to 
bid up the price of “must 
see” progr amming , such as 
rights to UK Premier League 
football. This will make ft 
expensive to buy one ser- 
vice, and impossible to 
receive both. 

Many analysts say the 
commission should stop 
fi ghting consolidation c i sat- 
ellite broadcasting networks, 
and concentrate instead on 
promoting network open- 
ness. This means ensuring 
that satellite broadcasters, 
just like national telecoms 
operators, are compelled to 
offer the use or their net- 
works on fair terms. 

“The bottom line is that as 
long as satellite networks 
are open, it mattes less how 
many of them there are," 
says Adam Bird, vice- 
president of Booz-AUen & 
Hamilton, the consultin g 
firm. 

There have been signs 
Mr Van Miert is w illing to 
clear BIB with such safe- 
guards. But he has 
stronger doubts about 
Premiere because of its com- 
bination of a satellite 
monopoly with a cable net- 
work. 

The danger with blocking 
Premise is that, given the 
peculiar economics of the 
industry, Europe’s largest 
economy could be left with- 
out any digital satellite ser- 
vice at alL That could under- 
mine the EU’s claim to be 
assisting in creating a strong 
broadcasting industry. Mr 
Van Miert has good reason 
to study Premiere’s compro- 
mise offer very carefully. 
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The US and 


Nato expansion 


The US Senate is expected to vote 
this week on one of its most 
important security decisions 
since the end of the Cold Wan 
the enlargement of the Nato alli- 
ance to include Poland, Hungary 
and the Czech Republic. 

The extension of Nato's secu- 
rity umbrella to countries that 
were once part of the Soviet orbit 
is clearly a decision of great 
moment, implying as it does tha t 
US forces are being committed to 
their defence. Some voices in the 
US are urging delay in this deci- 
sion. or seeking to encumber it 
with conditions. 17118 would be a 
mistake. 

All three countries are emi- 
nently qualified for entry on the 
basis of their democratic 
systems, their market economies; 
the civilian control of the mili- 
tary and their desire to assume 
the burdens as wen as the bene- 
fits of Nato membership. 

Denying them accession would 
leave in disarray the strategy of 
extending western Europe’s zone 
of democracy, peace and prosper- 
ity eastwards. It would destroy 
the system of incentives, which 
includes possible membership of 
Nato and the European Union, 
that is already ensuring signifi- 
cant co-operation between the 
fractious countries of central 
Europe. It would also signal a 
farther retreat by the US towards 
isolationism. 

Most significantly. US security 
is still tied closely to that of 
Europe even after the end of the 
cold war. The inclusion of these 


countries would strengthen the 
European security zone, and 
therefore enhance US security. 

It is important too that the Sen- 
ate approves the accession of 
these three countries without pla- 
cing undue conditions on the 
entry of further new members. 
One amendment, from Daniel 
Patrick Moynihan, the Democrat 
senator, would make European 
Union membership a prerequisite 
for joining Nato. 

This would put the cart before 
the horse: forcing would-be Nato 
members to await the completion 
of the EU*s complex negotiating 
processes would delay unneces- 
sarily their entry into Nato. 

Another amendment, from Sen- 
ator John Warner, that would 
delay for three years accession of 
more countries to Nato, has 
greater merit Even if the amend- 
ment fails, it is important that 
Nato does not rush into farther 
enlargement There is no point in 
needlessly offending R ussian sen- 
sitivities by an excessively rapid 
expansion of Nato towards the 
Russian border. 

This is not to say that the Rus- 
sians should be allowed a veto on 
membership of Nato. But there is 
a strong case for seeing how well 
the first new members integrate 
into the Nato network. More fim- 
damen tally, expansion of the alli- 
ance to encompass former parts 
of the Soviet Union would raise 
huge political and military ques- 
tions about Nato's mission which 
need to be the subject of an 
important public debate. 


OECD’s future 


imjtrfc I xHidost M * 4 >Hl ^ 


The Organisation for Economic 
Co-operation and Development’s 
big annual meeting will finish 
today on what is likely to be a 
subdued note. Negotiations to 
agree the Multilateral Agreement 
on Investment (MAI), the OECD's 
top priority, have ground to a 
halt, and the treaty now looks 
almost certain, to be shelved.-or 
at least delayed indefinitely. This 
will no doubt cause some observ- 
ers to ask themselves whether 
the OECD is an outdated institu- 
tion, deserving of the same fate 
as its failed treaty. 

The OECD was set up in 1961, 
with the primary aim of support- 
ing the economic liberalisation of 
the western democracies. In this 
aim it was hugely successful. 

But it now finds itself under 
attack from all sides. The (all of 
communism has deprived it of 
political usefulness. Cooperation 
within Europe is being taken 
over by the European Union. And 
it Is being seriously squeezed by 
the influence of the Wit) in trade 
liberalisation, and. to a lesser 
extent, the IMF in macro- 
economic policymaking. 

Same of its troubles are self- 
inflicted. The OECD has foiled to 
adapt to the shift in the global 
hahnwi of economic power. It is 
still concentrated on Europe and 
North America, having only two 
Asian members and one from 
t a tin America. This exclusivity 
means that the OECD has 
remained relatively small and 


easy to run. But it has made it 
entirely inappropriate as a forum 
for formal talks on global issues. 

The ill-fated MAJ is a prime 
example. Developing countries 
have been far from happy about 
being dictated to by what they 
still see as a rich man's dub. The 
WTO may be unwieldy, thanks to 
itsjarge number of members, but. 
it is still the only way to negoti- 
ate these kinds of issues. 

The OECD, though, still has an 
important role to play in the sys- 
tem of global co-operation - if it 
lowers Hs aspirations. 

The unique feature of the 
OECD is that it is the only place 
where member governmen t s reg- 
ularly exchange information 
about a wide range of policy 
issues. This kind of peer review 
is becoming increasingly impor- 
tant in policy making . 

Because the world’s major 
economies are in the OECD, it is 
a vital forum for informal discus- 
sions aimed at smoothing the 
negotiation of formal global 
agreements in institutions such 
as the WTO. And the OECD has a 
con tinuing role to play in the col- 
lection of data and the economic 
analysis of its member countries. 

The OECD has a tough time 
ahead. But ft can keep its role as 
a valuable institution if it keeps 
its flftng modest, and if it makes 
renewed efforts to broaden its 
membership. The world has been 
transformed since the 1960s. The 
OECD needs to keep up. 


Grand coalitions 


All politics in Germany is 
coalition politics - even to the 
point that when ordinary coali- 
tions of the left or right begin to 
'Grumble, the reaction is to start 
thHiTrtng Jo terms of grand coali- 
tions of left and right. 

: Sunday’s state election ■ in 
Saxony- Anhalt produced a spec- 
tacular floss' - by German stan- 
dards of lk5 percentage points 
ia support for Chancellor Helmut 
Kohl’s centre-right CDU party. 
The drier gainer was the far-right 
-DVU which came from' nowhere 
to win i &2 per cent of the vote. 

' The main opposition party, the 
SPD Social Democrats, came out 
on lop, but only increased its 
vote by a couple of points. More- 
over, with a slump in support for 
its Green allies, the ruling local 
SPD is now to search of a new 
governing partner. A grand coali- 
tion with tile local CDU is no w 
likely, as in several other states. 

How much of a precedent does 
tide offer for September’s federal 
election? Special factors were at 
work in Saxony-Anhalt. where 25 
per cent unemployment provides 
a good recruiting ground for the 
far right- and makes the Greens 
eras an irrelevance. 

But file poll result has two 
“tessagea of national import. 
First, H is harder to envisage Mr 
Kohl winning, in September. But 
- second, not many people appear 

taT* jumping on the bandwagon 
of Gerhani Schrtder. the SPD 1 s 
aw hr aaojutBd Blairite leader. 


The prospect that the Septem- 
ber election will produce no big 
overall winner is reinforced by 
the CDlTs recent squabbling with 
Its Bavarian CSU riglil wing ally, 
and by the SPD with its putative 
government partner, the Green 
party. 

It is this possibility that is fos- 
tering speculation about a grand 
coalition. A combination of main- 
stream left and right could push 
through stalled tax reform, fur- 
ther pension changes and the 
deregulation that Germany badly 
needs. 

The SPD would also almost cer- 
tainly have to abandon its com- 
mitment to roll back the present 
government’s reforms of pen- 
sions and sick pay. 

But the last grand coalition, in 
1966-69, offers a warning. It Is 
widely credited with making the 
SPD respectable, and therefore 
electable. But by smothering par- 
liamentary opposition, it pushed 
dissent dangerously to the mar- 
gins, creating the Red Army Fac- 
tion which only last week for- 
mally disbanded itself 

Far better, at this stage, for 
Germany's main parties to set 
0D t their separate stalls, based on 
their different conceptions of the 
change that Germany so badly 
needs. Mr SchrOder is the new 
broom best placed to exploit toe 
mood for change. But to fulfil Ms 
ambitions he needs to xany toe 
leftwing diehards in his party 
with him. 


When fears are overdone 


Yesterday’s sharp fall in US stocks has led to warnings of an economic slump to follow the boom. 
But what goes up does not have to come down, argues Gerard Baker 


“W 


hat goes up 
must come 
down." Few 
pieces of 
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economics- as- science are as 
seductive as the gravity analogy. 

As US fimiTipiai mar kets suf- 
fered their b iggest setback in six 
mnntiK yesterday, thin supposed 
law of gravity was being given 
most of toe credit Amid signs 
that some members of the Fed- 
eral Reserve are becoming more 
worried about Infla tion and 
hence that interest rates may 
rise, stock and bond prices fell 
sharply. Some took this foil to be 
the first clear justification for 
their belief that wnhwunt finan- 
cial markets have turned the US 
Into a bubble economy. 

Overblown asset prices, they 
fear, have been feeding on them- 
selves for toe past few years in a 
way that is now sure to end in 
disaster. 

Emboldened by yesterday’s foil, 
economic pundits are fnQ of his- 
torical analogies: the' crash of 
1929, the depression of the 1930s. 

Even more potently, the com- 
parison that is all toe rage is 
with Japan after 3989 - when the 
bubble burst and the economy 
collapsed. The higher it goes, the 
farther it foils. 

The lesson to be drawn from 
this experience, they say, is that 
toe Federal Reserve in the 19906 
ha$ repeated toe mistake of the 
Bank of Japan in the 1980s. It 
should have pricked the over- 
confidence with higher interest 
rates earlier. If rates do rise now. 
they may now have to go up too 
much, too late. The bubble is 
now so large that any action to 
puncture it will bring toe econ- 
omy crashing down. 

But toe gravity metaphor is as 
predictively useless as it is intel- 
lectually appealing. In econom- 
ics, what goes up most emphati- 
cally does not always come down. 
Growth rates can vary over time 
but there is no iron law that says 
they must revert to a given 
level. 

The real question for the US 
economy is not whether financial 
markets have been in the grip of 
a speculative bubble - the evi- - 
deuce is patchy - but, more pro- 
saically. whether the remarkable 
period of strong economic perfor- 
mance is onming to an end. In 
other words, whether there has 
been an economic bubble as well 
as a stockmarket ana 

For the past two years the 
economy has expanded at an 
annual rate otneady 4 per cent - 
almost twice what most econo- 
mists regard as the growth rate 
sustainable in the long-run with- 
out igniting inflation. 

This growth has taken place 
against the background of declin- 
ing inflation. That led even sober 
economists like Alan Greenspan, 
the chairman of the Federal 
Reserve, to ponder aloud whether 
the economy had entered a “new 
era".. 

Mr Greenspan’s apparent opti- 
mism suggested to most econo- 
mists that the Fed was prepared 
to break with its part behaviour 
and let rapid growth continue. 
Even if the Fed did not fully 
share this optimism, it was confi- 
dent that the Asian financial cri- 
sis would slow growth this year 
in any case, removing any linger- 
ing feare of resurgent Inflation. 

It Is worth remembering that 
just six months ago, in the 
autumn, the economic consensus 
was that toe Asian crisis pres- 
aged not an inflationary boom in 
asset prices far the US but an 
imminent deflationary bust 
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The US economy was then held 


to be so dependent on Aslan 
growth that a contraction in the 
Far East would surely bring an 
abrupt end to the US expansion. 
This, idea seemed fanciful at the 
time to those who pointed out 
that US exports to the affected 
countries accounted for about 02 
per cent of US gross domestic 
product Sure enough the widely 
predicted collapse has not hap- 
pened. 

Behind yesterday's financial 
turbulence was the opposite lean 
that the Fed now believes fre- 
netic growth will not slow down 
of its own accord. Instead it will 
have to raise interest rates to 
induce deceleration. According to 
this fear, idea the economy is dis- 
playing all the classic symptoms 
of a broad late-cycle overheating. 
These symptoms are fourfold: 

• The stock market Is at levels 
not justified by reason. A pro- 
spective price-tunings ratio for 
the market of nearly 30 and a 
dividend yield below 1.5 per cent 
can only be explained by pure 
speculative ex cess. 

• Merger mania has once again 
gripped business as it did in toe 
1920s and the 1980s. The $160bn 
(£96bn) merger of Citicorp and 
Travelers is toe final indication 
that investors have gone com- 


pletely mad. 

• Property prices are rising 
sharply in big US cities. Tt is now 
almost impossible to get a broom 
cupboard in Manhattan far less 
than $250,000 (£150,000;. 

• Most ominously, money sup- 
ply is out of control. In the past 
year broad money growth has 
accelerated, a sure sign of a bub- 
ble. In the last few months the 
annual growth rate of M3, the 


The US is in a 
different condition 
from Japan at the 
end of the 1980s 


broad money measure, has gone 
from just over 7.5 per cent to 
nearly 10 per cent 
It could be another Japan, say 
the bears. Since toe bubble burst 
In Tokyo, equity prices have 
fallen by 60 per cent in nominal 
terms, c omm ercial and residen- 
tial property prices are down by 
nearly 70 per emit, the financial 
system is still teetering on toe 
edge of collapse; output growth 
has averaged little more 


OBSERVER 


Artioli 


drives off 


it may be happening about a year 
later than most expected, but the 
Lotus days are finally drawing to a 
dose for Romano Artiofi, the Italian 
entrepreneur who’s as ootourflji as 


he’s voJafflQ- 

The 53-year-old amassed one 
fortune selEng Japanese and 
Ferrari cats In northern Italy but 
lost much of it trying to revive 
Bugatti, another of the world’s 
great motoring names. 

Undaunted, he then coughed up 
£30m five years ago to taJce over 
Group Lotus, the motor care and 
engineering group based 'm the 
EngBsh countryside, from General 
Motors. 

Now Observer hears he’s going 
home to hts n ative Bdza no to 
pursue ^other int e re s t s ". Others - 
as yet unnamed - at Lotus wii 
take on the loosely+Jefined role 8s 
■specM projects’ iSrector Artiofi 
has held since he sold an 80 per 
cent stake in Lotus to Proton, 
Malaysia's national carmaker, 18 
months ago. 

A committed car enthusiast he’ll 
retain hb personal 20 per cent 
stake to Lotus. That might not be a 
bad move since production of the 
company's E5se sma/3 sports car is 
booming and helping to offset bad 
times for parts of the Proton 
business back in Malaysia. 

But then Arttofi can afford to be 
pragmatic about his remaining 
holding. The 80 per cent state he 
sold to Proton netted him £48m - 


a dear £18m profit on the 
purchase from GM. 


Mural values 


Anyone wanting clues on the 
leadership style of Richard Huber, 
installed last year as chief 
executive of Aetna, the large US 
insuBr, need only take a look at 
the way he has redecorated his 
office. 

Aetna’s Hartford headquarters 
have always had a certain charm 
about them, built Bke a giant Ivy 
League college complete with bell 
tower, quad and cloisters. Huber's 
balcony has now grown a lawn, 
where the green-fingered boss 
plans to plait some tomatoes - a 
rather more direct commitment 
than most chief executives make 
to organic growth. 

The room adjoining Mb office has 
been decorated with an impressive 
mural of scenes from colonial 
America, including a particularly 
reveafing representation of the 
West Point mifrtaiy academy. 

In the background, dom hating 
the Hudson Valley with a menacing 
plume of smoke from its summit, is 
Mount Etna, magically transplanted 
from Sidfy. Look carefully to the 
foreground, and the impeccably 
uniformed commander marshaling 
his troops on horseback turns out 
to be Huber himself. 


Return flight 


There’s another kite flying in the 
International akflnes business. Last 
week's announcement that US 


Airways has tied up a marketing 
agreement with American Airfines 
has raised the intriguing possibility 
teat US Airways might end up 
beck in bed with British Airways. 

BA and US Airways used to have 
an alliance, of course: It all ended 
in tears to 1996 when BA decided 
to link up with American instead. It 
looks as if regulators In Brussels 
and Washington might finally dear 
that deal this yser. 

American and BA have been 
looking out for other carriers they 
would add to their alliance - such 
as Japan Airlines. Qantas and 
Canadian Airlines. Now it looks as 
tf US Airways might join the party, 
bringing along its formidable 
network of north-eastern US 
routes. 

But any initial meetings between 

Stephen wolf, the stylishly tailored 
chairman of US Airways, and BA 
chief executive Bob Ayflng might 
be a Rttte strained. US Airways’ 
legal action agatost BA over their 
break-up is still unresolved and 
Ay! tog and two of his colleagues 
were forced to resign from the US 
Airways board. 

The industry expects they'll get 
over It Ayltog, careful lawyer that 
he Is, doesn't shudder at the 
mention of Wolf’s name the way 
some BA managers do. And Wolf, 
who spends hto spare time 
restoring old Jaguars, Is effusively 
complimentary about the British 
carrier. Whatever thefr differences, 
hB tells afl and sundry, it’s a 
superbly managed company. 

Wolf even managed to be poBte 
- sort of - about BA's lurid new 


Dvery. “I’ve always had a warm 
fading for psychedelic hula skirts,* 
he says. 


Poll vault 


US public relations outfit Fabrizio, 
McLaughlin & Associates has 
kindly sent Observer the results of 
a poll It has done in Nigeria. 
Apparently Nigerians are " generally 
satisfied” with the way things are 

going, “a significant majority” think 
the country is moving towards 
democracy and most befieve the 
elections due to August win be free 
and fair. 

The pollsters - whose past 
efients include the Republican 
National Committee, Robert Dole 
and Jesse Helms - did tafle to' 

1001 people, but maybe not 
enough of the millions who stayed 
away from the assembly polls at 
the weekend. Maybe the man In 
the street In Lagos did think the 
August presidential poll would be 
free and fain if so, the cancellation 
of the ballot after all the registered 
parties nominated SanI Abacha 
must have come as a 
disappointment 

As Disraeli might have put it 
there are lies, damned Qes and 
opmion polls. 


Flightless fancy 


Before he gives a presentation to 
Antipodean industry leaders, 
Deutsche Sank managtog board 
member Michael Dobson intends 
to modify Ks working title: “What 
Emu means for Australia.” 


ing that US banks ate sound - 
with low and stable levels oT non- 
performing loans and no signs of 
the kind of strains that would 
normally presage a financial col- 


than 1 per cent a year for 
the last six years. 

All because a timid central 
bank failed to prick the bubble 
before It grew too large. Tbe Fed, 
say the critics, has made the 
same mistake. 

Much of this is bunk. It ignores 
the fact that the US is in a funda- 
mentally different condition from 
how Japan looked at the end of 
the 1980s. Though many of these 
symptoms may appear superfi- 
cially worrying, they are not nec- 
essarily causes for real concent. 

Merger mania may be all the 
rage but it is hardly reason alone 
to believe the economy is out of 
controL The total value of merg- 
ers has risen every year for the 
last six years. And most of the 
big mergers recently have been 
in the financial sector. They are 
the result of rapid deregulation 
rather than speculative greed. 
Tbe structure of the US financial 
system was until very recently 
much as it was 60 years ago - 
fragmented, geographically and 
sectoral!?. 

US banks are not large in com- 
parison with European and Japa- 
nese institutions. Arguably, all 
that is happening is that long- 
delayed consolidation is under 
way. It is also worth remember- 


Property prices are indeed ris- 
ing, but at nothing like bubble- 
pace. It is true that in the past 
year commercial real estate price 
growth in New York and some 
other big cities has reached dou- 
ble figures. But this is modest, 
not only compared with Japan in 
the 1980s but even compared with 
tbe US in the same, notoriously 
inflationary period in the US. 

It is also true that money sim- 
ply growth has accelerated in the 
past few months. But after tbe 
experience of the past decade 
there is hardly a sensible econo- 
mist left in the world who 
believes to an iron link between 
money supply growth and nomi- 
nal GDP growth. A range of fac- 
tors has undermined the value of 
money supply as an indicator of 
inflation. 

The acceleration in the past 
few months could be attributable 
to special factors such as the 
accumulation of liquid reserves 
by taxpayers to meet their April 
tax payments. The Fed is 
unlikely to abandon its scepti- 
cism about broad money' aggre- 
gates now. 

In short, the real cause for con- 
cern comes down to this: the 
stock market. Its current valua- 
tion does indeed require increas- 
ingly rococo justifications about 
the applicability of historic price. 1 
earnings ratios and so on. 

But there have been significant 
improvements in productivity in 
the last two years. The combina- 
tion of rapid growth and low 
inflation may not be purely coin- 
cidental. These productivity 
gains may have raised the 
long-term potential growth of the 
economy. 

Meanwhile restructuring at US 
corporations has cut costs. The 
two have combined to lower the 
risk premium on equities and 
raise long-term profit expect- 
ations. 

It is a shaky theory, has yet 
unproven. But when even a cau- 
tious central banker like Mr 
(“Irrational Exuberance”) Green- 
span can say the theory is “not 
alien” to his understanding, as he 
did last month, it should not be 
ruled wholly implausible. 

Mr Greenspan, of course, holds 
the key to the stock market 
conundrum. If the fears or a US 
bubble are overdone, 3 pricey 
equity market does present a spe- 
cific problem for the central 
hank’s efforts to get on top of 
inflation in the real economy. 
Many of Mr Greenspan's col- 
leagues at the Fed have made it 
dear in the last few weeks that 
they do not share his optimism. 

They have argued that infla- 
tionary pressures are starting to 
accelerate - labour costs have 
certainly been rising in the last 
few months. And they have been 
hinting that the Aiian effect may 
not do the Fed’s job of slowing 
the economy. 

The Fed’s open market commit- 
tee next meets in the middle of 
May. If between now and then 
there are still few signs of any 
slowdown, the stock market 
could well present the Fed with a 
genuine conundrum. 

Should it raise interest rates, 
or should it stay its hand for fear 
of precipitating a fall in the stock 
market on a much greater scale 
than yesterday’s? That is the real 
difficulty policymakers face - not 
how to engender a big correction, 
but how to avoid it. 
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100 years ago 


Costa Rica Ready For War 
New York. 27th April. A Panama 
despatch to "The Herald” states 
that war appears to be 
inevitable between Costa Rica 
and Nicaragua, notwithstanding 
the mediation of the sister 
Republics. General Eglesias of 
Costa Rica, accompanied by 
several officers, has embarked 
at Punta Arenas for the 
Nicaraguan frontier, in order to 
place himself at the head of the 
troops and commence 
operations against President 
Zelaya of Nicaragua. The journal 

“S Cornmercto," the 
semi-official organ of President 
Zelaya, says:- “There cannot, 
nor should there be, peace. The 

Nicaraguans refuse any longer 
to bear the aggressions of their 
restless and ambitious 
neighbour” 


50 years ago 


Investing In Latin America 
Washington, April 27. Tbe State 
Department’s hope that closer 
relations between the United 
States and Latin American lands 
could be developed by the 
la r ge- s cale inves t m e nt of 
American private capital in 
Central and South America is 
beginning to fade. U.S. investors 
are becoming increasingly shy 
of conditions Imposed on 
private foreign capita! to Latin 
America. 
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Just blame it on the bogy 


Markets have had another sighting of that 
most feared bogyman: higher US interest 
rates. The grounds for concern are hardly 
new - tight labour markets, buoyant 
stock markets triggering general asset 
price inflation, and strong money supply 
growth. And so long as Asia held out the 
prospect of disinflationary impetus, 
through lower demand and ch e a p imports, 
the Federal Reserve could rest easy. But 
the string of senior Fed officials recently 
queueing up to express concern suggests 
that Asia is not fulfilling this balancing 
role. 

Arguably the onus of proof has now 
shifted: forthcoming economic data will 
need to show why the Fed should not lift 
rates, not the reverse. But if rates do rise, 
this should hardly terrify investors. 

After all, US monetary policy is by no 
means easy - indeed, real short rates of 
over 4 per cent are the highest this 
decade. A small touch on the monetary 
tiller may well suffice, and this could be 
the pause which refreshes. A crash is a 
remote possibility: that would require a 
much more dramatic revision, of inflation 
and interest rate expectations than seems 
likely. 

It is possible, of course, that the baud 
market will drive long rates np enough 
for the Fed not to have to show its hand. 
But investors should not take this for 
granted. Better to keep a hawkish eye on 
the employment statistics. If the next 
batch confirms an economy still running 
beyond capacity, the Fed may wen act 
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US accounting 


Flaying at pooling has grown into one 
of the most popular games in corporate 
America. “Pooling of interest” mergers 
have grown to 31 per cent of all US M&A 
transactions, np from just 2 per cent six 
years ago. The attractions are obvious. A 
pooling is usually tax free and does not 
create any awkward goodwill, which has 
to be amortised and therefore depresses 
earnings in subsequent years. It is no 
wonder that companies have rushed to 
dress up even blatant takeovers as happy 
mergers of equals in order to qualify for a 
pooling. 

So much so. in fret, that the regulators 
have woken up and are now thinking of 
dumping poolings completely, instead of 
just tightening the guidelines. AH take- 
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overs would then be treated as purchases 
by one or other party. But to avoid the 
howls from US business becoming overly 
loud, the accountants have already 
thought of a sop to throw them: removing 
the requirement for companies to amor- 
tise much of their goodwill, as long as 
they periodically test it for impairment 
This approach, being pioneered in the UK, 
would avoid the hit to those precious 

earnings. 

This solution may be neater in the eyes 
of the regulators, but it is not clear it will 
bring any practical advantages. With the 
goodwill impediment removed and while 
share prices remain high, big stock- 
financed riaaTg will continue — whether 
they are called poolings or purchases. 

Reed Elsevier 

Few can quibble with the logic behind 
Heed Elsevier's purchase of US legal pub- 
lishers Matthew Bender «*ifl the remain- 
ing half of Shepard's. Now IPC has been 
sold, Reed Elsevier has severed virtually 
all links to the old world Of rangrmiftr 
publishing. However, expanding in “must 
have” professional and business informa- 
tion does not come cheap. At* over 7 times 
1997 sales and 21 times operating profits, 
Reed has certainly paid Times Mirror a 
rich price. 

TYue, Bender - which accounts for over 
80 per cent of the $1.65bn total cost - 
deserves a scarcity premium given its size 
and the advanced consolidation of the US 
market And It .win help complete Lexis- 
Neris’ coverage of the US legal market 


Furthermore, Reed is not alone in laying 
such jaw-dropping multiples for these 
types of businesses. Wolters Kluwer 
coughed up in a similar way for CCH, but 
had scope to improve CCFTs margins. This 
does not look the case hoe: Bender's oper- 
ating margin is already over 30 per cent 

The gign hi g hli ghts disadvantages 
in the breakdown of the Wolters Kluwer 
merger. The Dutch company was appar- 
ently among those bidding up the prices. 
And relatively easy US acquisitions pro- 
vide a sharp contrast with the slowish 
pace of Reed's expansion in Europe. Ger- 
many is rightly a priority, but privately- 
owned groups such as Bertelsmann are 
notoriously reluctant sellers. Havas's CEP 
may be more easily prised loose. 

Lloyd’s of London 

Advocates of change at the Lloyd's of 
London insurance market see 1998 as a 
momentous year. Corporate capital has 
moved into the ascendancy over private 
capital, supplied by Names. With global 
competition eroding premiums, cutting 
costs has become an imperat iv e, telling 
against the multi-layered Lloyd's s yste m. 
It could not be easier to portray the 
remaining Names, clinging to the complex 
“annual venture" system of raising capi- 
tal afv-pch pa<»h year, as Luddites. 

The trouble with this view is not only 
that the Names dispute it but that they 
have pp +Tpnfhprf rights flnrt cannot he bul- 
lied into selling out 

Nor can they easily be frightened when 
the latest profit figures - another £lhn- 
plus for 1995 - do not yet show the effects 
of competition. The Cassandras point to 
an unsustainable lack of catastrophes, 
mitigating the profit squeeze, but disaster 
has not struck yet 

This leaves the proponents of progress 
at Lloyd’s with the tricky task of pursuing 
a transition from old to new practices 
without the slide of a crisis. There are 
signs of evolution: removing impediments 
to buying and selling capacity between 
auctions, for instance. Changes could also 
be made to the annual venture system 
without shutting out Names. To provide a 
lead, reform of the unwieldy composition 
of the Lloyd’s ruling council looks essen- 
tial Meanwhile, if it benefits the corpo- 
rate entities to buy out Names, they will 
have to pay up for it 
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Europe today 

The Balkans, Italy, Switzerland 
and Germany are Beefy to havB 
heavy rain. Thunderstorms are 
possible over northern Italy. 

Western Europe w3l be unsettled, 
with bright or sunny Intervals 
interspersed wtth showers. West 
of the Iberian peninsula, there wffl r . 
be heavier ctoud and rain taler. 

Most of eastern Europe wSI be 
dry and sunny, end it will be 
notably warm across the Baltic 
states, western Russia and 
eastern Scandinavia. 

Five-day forecast 

Western Europe and the Iberian 
peninsula will be unsettled with 
widespread showers or longer 
periods of rain. ThtndarstomM 
am possible in southern parts 
later. Pressure wS busd over 
Greece and the eastern 
Mediterranean, bringing mostly 
sunny skies. Eastern Europe and 
eastern Scandinavia wilt remain 
fine and warm. 
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Canada and Cuba in talks 
to protect investments 


By Pascal Hetetar in Havana 

Canada and Cuba have launched 
negotiations on a bilateral agree- 
ment to promote and protect foreign 
investment after reserving a main 
obstacle to such an accord. 

Cuba agreed to compensate a 
Canadian , insurance company whose 
assets it had seized after the 1959 
revolution. The announcement of 
thg $ 9 m compensation deal for the 
Confederation Lite Insurance Com- 
pany has sweetened the atmosphere 
for the two-day visit to Havana by 
Jean Chretien, the fiarairtfan prime 
minister- Four ot he r Canadian insur- 
ance companies also hold rJaiws but 
these are not expected to block the 
negotiations. 

Canada is the communist-ruled 
Caribbean island’s biggest trade and 
investment partner. Mr Chretien 
said the country believed the deal 
would "stimulate and support Cana- 
dian investment in Cuba awd will 
nurture the growing economic rela- 
tionship between our two countries*’. 

A bilateral accord would establish 
mutual safeguards and guarantees 
for investors from either country. 
Canadian officials said the outstand- 
ing insurance company Harm would 


have been an obstacle to the agree- 
ment because it would have left 
uncertainty about the rights of 
Canadian companies to protection 
and compensation in disputes. 

But officials added that several 
relating to non-discrimination 
provisions - treating foreign compa- 
rues as national -ones - in a future 
accord stOl needed to be resolved. 

Mr Chretien has made dear he 
Intends to broach the sensitive topic 
of human rights in his talks with 
Fidel Castro, the Cuban president 
Canadian, officials said that as part 
of a general appeal for the release of 
Cuban political prisoners. Mr Chre- 
tien would ask Mr Caatro to free four 
prominent Cuban dissidents whose 
cases have been taken up by western 
g o v er nment s, inrtnrHng 
In his arrival .speech on Sunday, 
the Canadian premier underlined 
Canada’s belief that a policy of "con- 
structive engagement" stood the 
best chance of coaxing Cuba bads 
into joining what he called "a more 
dynamic, more democratic, more 
prosperous hemisphere**. 

“Through good times and bad. our 
two countries have always chosen 
dialogue over confrontation, engage- 
ment over isolation, exchange ova: 


Sakakibara reprimanded for 
accepting lavish entertainment 


By GSBaa Tstt to Tokyo 


Eisuke ^Sakakibara, Japan’s top 
financial diplomat, was yesterday 
reprimanded for having accepted 
lavish entertainment from the 
private sector 

Mr Sakakibara, vice-minister of 
finance for international affairs. 
handed back part of his salary vol- 
untarily as an apology. There was no 
indication that he might lose his job. 


The Ministry of Finance said yes- 
terday that 44 of its officials would 
receive severe reprimands for simi- 
lar wrongdoing, with 17 of them 
being forced to take pay cuts. 
Another 14, including Mr SakakL 
bare, will receive warnings and 
another 58 lighter reprimands. One 
official was suspended from duties 
and two resigned. 

These punishments highlight the 
humiliation the once proud ministry 


has suffered in recent months as a 
result of corruption scandals. Two of 
its officials have hanged themselves. 


The punishments have been 
imposed by the ministry itself fol- 
lowing an internal Investigation, 
partly in a hid to rebuild its public 
image. "We want to make this the 
turning point to rebuild the ministry 
and restore confidence in it," Hikani 
Matsunaga, finanw minister, said in 
a statement 

The ministry may also be trying to . 
stave off political pressure for far- 
ther arrests of its officials. 

It launched an internal probe last 
m onth into the conduct of 1,050 staff 
members after the arrest erf four offi- 
cials alleged to have been wined and 
dined to excess by private sector 
banks and brokers in for 

providing “favours”, such as infor- 
mation on banking inspections. 

Lavish business-related entertain- 
ment has traditionally been endemic 
in Japan. A Bank of Japan official 
has been arrested over sfrnllar alle- 
gations and the Bank has also repri- 
manded a number of its staff 

Most of toe salary reductions will 


be between 10 and 20 per cent for a 
month. Top officials usually earn 
about Y20m ($153,800> a year. 

Mr Sakakibara’s salary will be cut 
by 20 per cent for one month. He had 
allegedly been "excessively" enter- 
tained 20 times by the private sector. 

Hikaru Matsunaga, the finance 
minister, will undergo a similar 
salary cut. He was appointed in 
January after the former finance 
minister was forced out over the 
scandal 

The most criticism was levelled at 
Atsushi Nagano, the director general 
of the securities bureau, one of the 
two senior officials who resigned. 

These reprimands come amid 
signs that the scandals of the last 
year may now be drawing to an end. 
One government official said yester- 
day that the reprimands were “prob- 
ably tiie last chapter. I think things 
are almost over now". 
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estrangement,** he told Mr Castro. 

Mr Chrfetien's words dearly dis- 
tanced Canada from the longstand- 
ing US government policy of hostil- 
ity against Cuba, intensified through 
the 1996 Helms-Burtun law. This 
allows the US to take action against 
foreign companies "trafficking" in 
e xp ropr ia ted assets. 

. But the Canadian premier 
refrained in his speech from directly 
ur ging Mr Castro to introduce demo- 
cratic reforms. He preferred the 
more diplomatic formula of saying 
"we must all adapt [to] the winds of 
change ... blowing through our 
hemisphere". 

Mr Castro saw no need for such 
diplomatic niceties. In vitriolic 
terms, he blasted the US economic 
embargo against Cuba as "a crime" 
and “a genocide", branding its perpe- 
trators as "war c ri minals". 

. He also rejected as "infamous 
manipulations and slanders" a 
recent US attempt - cosponsored by 
Canada - to censure Cuba at the 
United Nations Human Rights Com- 
mission in Geneva for persistent 
rights violations. In a diplomatic set- 
back for Washington, the US censure 
resolution was defeated last week by 
19 votes to 16. 
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New plant saps Tulip’s strength 

D VBStrnent in "* Plant in the 
£5" 01 Den 8030,1 " 3011 in the Commodore 

brand that was to take it into the home-use sector 
- sapped its financial strength. The company was 
granted protection from its creditors test Friday, 

J* taBure °f its expansion programme 
and Inability to attract a partner. Page 21 

D-Mark stays ahead as dollar drops 

The D-Mark was currency of the day. as the dollar 
was hit by falling US asset markets and the yen by 
the usual gloom over Japan. Greece denied the 
drachma would be devalued before this weekend's 
European Union summit In Brussels. Page 31 

Boqomi fights to protect good name 

Borfomi, Russia’s best- 
known mineral water, 
was used 'm the Soviet 
Union as a cure for 
hangovers, aches and 
pains. Georgian Glass 
and Mineral Water, the 
company with the rights 
to its name, is fighting 
against imitations. 
GGMW. a Joint venture 
with a Georgian banking 
group and Dutch and 
French investors, hopes to beat the competition by 
introducing a bottle with a screw top that fe diffi- 
cult to reproduce. Page 32 

Issue planned for euro investors 

Slovenia plans to issue a Ecu400m-Ecu500m euro- 
bond next month aimed at investors in the new 
euro currency. The bond will be launched In Ecus 
but will be transformed into euros wfth the first 
interest payments being made in the European 
currency, to be launched in January. Page 26 

Milan plunges 64% on selling 

Shares in MHan plunged 6.4 per cent as Italian 
retail investors rushed to sell. The Mibtel Index 
closed down 1,498 at 21,841, its biggest one-day 
fall since 1994. Page 42 

Lion Nathan’s attraction lies in China 

New Zealand brewer Lion Nathan's position as the 
only foreign brewer with stand-alone operations in 
China - in the form of a large new brewery - was 
the main attraction for Japan's Kirin Brewery 
which is buying a 45 per cent stake in the New 
Zealand group. Page 23 

Dar es Salaam euphoria fading 

The euphoria that greeted the opening two weeks 
ago of the Dar es Salaam stock market In Tanza- 
nia is fading. The market trades far one hour every 
Wednesday; there is only one listing on the 
bourse. Investors oe disappointed at the country's 
refusal to embrace foreign investment. Page 42 

Selling hits Sao Paulo stock market 

SSo Paulo feH steeply over worries about rising US 
Interest rates. Volume was thin and although the 
selling was described as relatively light, it cut a 
swathe through leading stocks. Page 42 


COMPANIES IN THIS ISSUE 


AbfMW . 22 

Advent 24 

Aerospatiale 8 

Airbus Industrie 8 

Aktel 20 

Alente 8 

Astra 19 

AtJas Copco 21 

BCt 20 

BRE 21 

BT 20 

Banca dlRoma 20 

Bankllppo 23 

Bank Ntaga 23 

Bank of America -19 

Bankaf Japan 18 

Bank of New Yack 22 

Bran Nadorutl 8 

Bechtel 11 

Benetton 20 

Bectebman 3 

Biogen 22 

BMvn&Vcos 8 

Boeing B 

Boston Properties - 19 
British Aerospace 8*0 

British Biotech 24 

British Regional Air 24 

CtCC 23 

CLT-Ufa 3 

CU 24 

Chase 19 

Ctnctenatf SeS 22 

Commerce Union 11 

Commerzbank 21 

Computer Associates 22 
Computer Sciences 22 

Cqnyetgys 22 

Cornerstone - 19 

Cradtto ttefltno 20 

Crtidft Lyonnais - 20 

DCn International 8 

Data 8 

Dabenhama 24 
Decaux . ’ 24 

Deutsche Telekom 3*0 

ew ii 

Endesa- 20 

Energy Qroup 22 

10 

EurotfMun 1*28 

Rkertirigs^aftienken 2D 
Franca Telecom 20 

Fuj&Si ■ 19 

GGMW 32 

GeneraH 20 


Glaxo We llcome 

Hamfachfager 

Hoechst 

Hyundai 

IBM 

International Elect 
JP.Morgan 
Jefferson Smurftt 
Kkch 

Kirin Brewery 
Laz ar d Freras 
Lion Nathan 
Lloyd’s 

Lockheed Martin 
Lonrho 

Matthew Bender 
Ma d to banoa 
Motion Bank 
Microsoft 
More 

Morgan Stanley 
NFU 

National Express 

Newmont Mating 

Nihon Mobile 

Nomura 

PBR 

PDVSA 

PLN 

PadflCorp 
Prime Service 
Reed Elsevier 
Reliance Industries 
RetnvtskJn, 

SE- Banker 


San Paolo- (Ml 
Sappl 

Shepard’s Compffliy 

Siebe 

Slnar Mas 

Skandh 

Stagecoach 

Tabacalera 

T e toco m ItaBa 

Texas UtHties 

Times Mirror 

Toshiba 

Total Access 

Toyota 

Tufip Computers 
Turkceti 

Tyco International 

Vosper Thomycroft 

WPP 

Yahool Japan 


38 

22 

20 

BJB 

4 

20 

19 

38 

3 

23 

19 

23 
18 

8 

38 

1,18 

20 
22 
22 

24 
19 
24 
11 
22 

19 
26 
21 
32 

23 
22 
21 

1,18 

21 

20 
20 

8*0 

20 

21 

1,18 

19 
22 
21 

24 

20 
20 
22 

1,18 

19 

23 

19*6 

21 

8 

22 

B 

38 

23 


CROSSWORD. Page 32 


market statistics 


**■£•• :** ; 

© 

‘,roup 


ifmai report* dub 
towime* Gw bonds 
BomtitiuresMqjtiom 
Ptfees too jWtk 

'£E£ ap,km 

™«k»WMiCBd.DK 
twOOCBQprirai 


^^HWdliidtas 


FTS£ Actuaries share Iraficts 31 
ZB Foreign otchanfle ** 

28 fflts prices ® 

25 Lpncton stioe aanice 

32 Maragod fun® sewice 33-* 

24 Money martets ** 

31 New W1 bond issues » 

26 fleoa* Sauee, UK J 

26 Stmt-term tat rates 

3B BtodrmariHttaagbu* « 

38 us interest rates ® 

28 florid stock maria® 39 


SAN FRANCISCO AND NEW YORK BUILDINGS AMONG LANDMARK PROPERTY TARGETED BY REAL ESTATE INVESTMENT TRUSTS 





Record price tags on 
prestige US offices 


By Richard Waters In New Yule 


Landmark buildings in 

San Francisco and New York 
are dose to being sold in trans- 
actions expected to set new 
benchmarks fear property deals 

on each coast 

In San Francisco, sale of the 
Embarcadero Center is expec- 
ted to be announced before the 
end of this week. At more than 
51 -lbn, or $300 per sq ft, the 
sale of one of the city's most 
prominent nffiw» develo pmen ts 
would set a new record for the 
west coast 

In New York, would-be buy- 
ers are due to submit bids for 
the General Motors bonding, a 
L8m sq ft tower on Fifth Ave- 
nue. The hanfec hanriHng the 

sale, Morgan Stanley Dean 
Witter and Lazard Freres, are 
said to be asking about $500 
per sq ft - roughly equal to the 
highest prices paid for large 
office buildings in Manhattan. 

The two developments are 
the latest In a string of trophy 
buildings to crane up for sale 
in the US in the past three 
years. Others have included 
the Sears Tower in Chicago, 
the Rockefeller Center and 
Chrysler Building in Manhat- 
tan and the Prudential Center 
in Boston. Such buddings were 
once fought over by Japanese 
financial institutions, helping 


to drive up prices- in the 1980s. 
They have now attr ac t e d the 
interest of a new generation of 
US property companies, known 
as real estate investment 
trusts, or reits, whose stocks 
have been among the best- 
performing on Wall Street 
rinrft the mid-1990s. 

The auction of the . Embar- 
cadero Center is believed to 
have come down to a fight 
among three of the biggest 
reits - Equity Office Property 
Trust, controlled by Chicago 
entrepreneur Sam Zell, Boston 
Properties, controlled by New 
York investor Mart Zucker- 
man, and Cornerstone Proper- 
ties, a company formed from 
the US real estate portfolio of 
Deutsche Bank. 

John Moody, chairman of 
Cornerstone, said the expected 
sale price, tbongh hi g h, would 
still be lower than the replace- 
ment cost of the buHding. Also 
the geographic constraints on 
bufiding in cities such as San 
Francisco pnt a high premium 
on prestige sites. 

On the escalation in prices, 
Mr Moody said: “Sure I liked 
[the Embarcadero] better two 
years ago, when it would have 
been more like $200 per sq ft - 
but, then. I liked [the price of] 
Microsoft better two years ago 
as well." 

The latest sale prices echo 


the rebound in many of the 
biggest US central business 
districts since the d ow nt u r n of 
the early 1990s. On the rent 
rises in Manhattan, Bruce Mos- 
ler, an executive director at 
Cushman & Wakefield, a New 
York real estate firm, said: 
‘'Midtown rates are at levels 
they last hit in the 1980s, and 
the market is very strong.” 

San Francisco and Boston 
are frequently listed in real 
estate circles as the hottest 
central business districts in 
the US. With little new con- 
struction and low vacancy 
rates, rents have risen quickly. 
New York is close behind 
although its fortunes are 
closely tied to the health of the 
US financial markets. “The 
question is, bow long will Wall 
Street continue to do this 
wen?” said Mr M osier. 

The Embarcadero is jointly 
owned by Prudential, the US 
insurance group, which has 
sold a large part of its direct 
real estate holdings, and David 
Rockefeller, whose family has 
sold the contr olling interest in 
the New York centre that 
bean its name. The GM build- 
ing is being sold by Simon 
DeBartolo, a reit specialising 
in retail pr op erties. It acquired 
the New York landmark in a 
portfolio of mall developments 
it bought last year. 



High rise: The Embarcadero Center, which overlooks San 
Bay bridge and ferry building, Is expected to fetch $1.1 bn 
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6 Quiet’ 
European 
markets hit 
JP Morgan 
revenues 

By Simon Keper to Loudon " 


J.P. Morgan, was the only 
major US foreign exchange 
bank not to raise revenues 
sharply in the first quarter of 
this year, following & strong 
1997. 

The investment bank 
reprated a 23 per cent fall in 
currencies trading revenues to 
$92m ($U9m) compared with 
the first quarter of last year. 
Including interest income, rev- 
enues fell 46 per cent to $65m 
<H20m). 

The decline will raise doubts 
about JP. Morgan’s ability to 
remain in the top tier of for- 
eign exchange bftriHng in Feb- 
ruary, the brink announced it 
was reducing staff by 5 per 
cent, saying spending had 
grown faster than revenues in 
three of the last four years. 

The bank's quarterly earn- 
ings statement said the foil In 
foreign exchange revenues 
reflected “lower client 
demand”. Thorkild Juncker, 
who took over as head of for- 
eign exchange and commodi- 
ties in January, blamed 

exceptionally quiet" Euro- 
pean markets ahead of the 
start of monetary union. The 
European calm had hit JP. 
Morgan hard because the bank 
had 30 per cent market shares 
in currencies such as the lira 
an d peseta, Mr Juncker said. 

Other banks attributed their 
currencies revenue growth to 
fairly volatile markets and 
strong client interest. Guy 
Whittaker, head of foreign 
exchange at Citibank, the tra- 
ditional market leader, said: 
“We saw some pretty dramatic 
growth in US customer activ- 
ity." 

US savings funds were 
Investing more abroad, while 
American companies were 
increasingly hedging foreign 
ea rnin g s to protect themselves 
against rises in the dollar, 
strong since 1995. 

The biggest gainers among 
the leading banks were Chase 
and Rank of Ame rica. The lat- 
ter leapfrogged JP- Morgan, 
reporting a 72 per cent rise in 
first-quarter revenues to $l5Sm 
($92m). Rank of America attri- 
buted the increase to volatile 
Asian markets and increased 
hedging by US clients. The 
hank expects its merger with 
NationsBank to raise curren- 
cies revenues further. 

Chase, the second biggest US 
bank in foreign exchange, nar- 
rowed the gap with Ci ti b a n k. 
Chase Increased currencies 
trading and net interest 
income by 70 per cent to $288m 
(Sieam), while Citibank man- 
aged an 18 per cent increase to 
$349m ($297m). 

The figures were compiled 
by m Week, the trade maga- 
zine, from banks* quarterly 
reports- 


Ulcer drug lifts Astra profits 14% 

Merger talk and research on the rise as Losec patent deadlines loom 


By Brag Mdvor in Stoddiakn 


Astra, the Swedish pharma- 
ceuticals group, yesterday 
reported a 14 per cent rise , in 
first-quarter -profits, driven by 
strong sales of its anti-ulcer 
agent, Losec, the world's top- 
selling prescription drug. 

The company, which is set 
to he a factor in consolidation 
of the sector, said pre-tax prof- 
its advanced' to SKr3.94bn 
($5Hro) from SKx3.46bn. 

The figures. In line with 
market expectations, were 
buoyed by a 29 per cent 
increase in sales of Losec, from 
SKrlShm to SKr6*bn. 

Liquid assets grew from 
SKr20.7bn to SEz27Jhn. Many 
analysts believe the funds will 
be used for acquisitions to bol- 
ster Astra's status as a leading 
global drug maker. 

Astra last month expressed 


Interest in merging with a 
large international drugs 
group, and Hakan Mogren. 
chief executive, identified as 
potential suitors Zeneca of the 
UK, Spherlng-Plough of the US 
.and the drugs operations of 
Germany's Bayer. 

Yesterday a senior company 
official said “a number of con- 
crete projects" were under dis- 
cussion, including acquisitions 
of companies and research 
technologies. “We do not 
exclude any alternative at this 
stage," the official said. 

Astra is eager to reduce its 
dependence on Losec, which 
represents just over half its 
turnover, before the drug's 
patents start to expire early 
next century. Losec will lose 
its US patents in 2001; others 
run out between 2005 and 2006. 

Losec Dared well in the first 
quarter in the US. where it is 


sold through a joint venture 
with Merck. US sales surged 42 
per cent, although Astra said 
part of the increase stemmed 
from inventory build-up. 

Spending on research and 
development jumped from 
SKrL9bn to SKr2.4bn, equiva- 
lent to 19J> per cent of sales, 
reflecting Astra's quest to 
broaden its product line. 

The urgency of this task has 
been amplified in the US, 
where the battle for Losec's 
patent rights is already hotting 
up. Andrx, a Florida-based 
group, said last week it bad 
received approval from the US 
Food and Drag Administration 
for a generic form of Losec. 

Astra group sales rose from 
SKrlO.lbn to SKrl2JLbn. Earn- 
ings per share climbed from 
SKrl-52 to SKrL70. 

Analysts were broadly satis- 
fied with the results, although 


some said margins were some- 
what thinner than expected. 

This reflected a sharp 
increase in operating costs, 
partly due to higher marketing 
and distribution expenses for 
new products. Operating 
expenditure rose from 
SKrfLfibn to SKr&4bn. 

James McKean, European 
pharmaceuticals analyst at 
Morgan Stanley in London, 
said Astra had not demon- 
strated it could maintain its 
pace of earnings growth after 
expiry of Losec's patents. 

“I just don't see any reason 
to buy the stock," he said. 

He said the shares, on a for- 
ward multiple of 22 for 1998,. 
were trading at a 10-15 per cent 
discount to the sector. Astra’s 
mostr traded A shares eased 
SKr2 to SKrl57 in Stockholm. 

Wori^^dcs,l^ge« ~ 


Japanese 
companies 
to offer 
multimedia 
on the road 

By Mtetriyo Nakaraoto in Tokyo 

Japanese car owners will 
shortly be able to subscribe to 
an in-car multimedia service 
that offers video, music, inter- 
net and navigation systems. 

Three Japanese companies, 
Toshiba, Toyota and Fujitsu, 
have joined together to set up 
Nihon Mobile Broadcasting 
Corporation, which plans to 
start nationwide broadcasts of 
multi-channel programming 
and information by 2001. 

Drivers and passengers in 
vehicles will be able to navi- 
gate. watch video, listen to CD- 
quallty music and tap into the 
internet by subscribing to 
NMBC's multichannel ser- 
vices. 

Although there are likely to 
be safety issues to be over- 
come. the companies are fore- 
casting 2m subscribers by 2003 
and 10m in 2010. In-car TVs are 
relatively common in Japan 
while navigation systems are a 
large and growing market. The 
2.5m units already installed 
are forecast to rise to 6m in 
2000. 

The venture represents an 
attempt by the companies to 
expand the multimedia market 
to the 70m vehicles on the road 
in Japan. In particular, Toyota, 
Japan's largest carmaker, has 
said it intends to build up its 
information technology inter- 
ests to make up for slowing 
growth in its car market. It 
has already been providing 
information services to users 
of its car navigation system. 

Fujitsu and Toshiba, two of 
Japan's leading information 
and communications technol- 
ogy companies, will provide 
expertise in developing the 
semiconductor technology and 
infrastructure needed to broad- 
cast the new services. 

The new company will use 
the S-band frequency, which 
allows aerials to be more com- 
pact than those of home 
systems. Code-division multi- 
plex technology will be used to 
enable moving vehicles to 
receive signals broadcast by 
satellite. Hie service is expec- 
ted to offer between 30 and 80 
channels of video and audio- 

The system is expected to be 
used as part of an intelligent 
transport system including 
computerised toll payments. 

The terminal is expected to 
cost Y150.000-Y200.000 ($1,150- 
$1,500), but subscription fees 
have yet to be determined. 


Siebe aims for top 
slot with agreed 
bid for Eurotherm 


n.. InJm rd mi nBlfo ■ 

By AMTBW cOg WM fe-JOBBSOg 
is London 


Siebe, the UK engineering 
group, yesterday moved to 
become the world leader m 
process automation, TnaWng 1 a 
£421m ($703m) agreed fadd for 
Eurotherm, the UK-based tem- 
perature controls and drives 
group. 

The cash and shares bid - 
Siebe's third acquisition in two 
months - would see it over- 
take Honeywell of the US as 
the largest process automation 
group, with a 15 per cent share 
of a £l2bn market. 

Allen Yurko, Siebe's chief 
executive, said: “Our vision 
has been to transform Siebe 
from a classic engineering 
company into a controls and 
instrumentation supplier." - 

The deal, which includes 
14Qp in cash and just over 023 
new Siebe shares for every 
Eurotherm share, values 

Siebe's target at 442%p per 

share. 

. Eurotherm's, shares, which 
had fallen two-thirds behind 
the market in two years, 
jumped by 95%p to 445p. Ana- 
lysts would not rule oat a rival 
bid, as Eurotherm is under- 
stood to have been close to 
agreeing a takeover by a US 
group only last week. 

Shares in Siebe fell from 
Pift-Rfl to as same ana- 
lysts questioned whether it 
was taking on too many deals. 
They also queried the price - 
1$ times Eurotherm’s expected 
exam mg s far 1998, and LS times 


Mr Yurko said the deal 
would enhance Siebe’s earn- 
ings in the year to April 1999. 
Claes Huffman. Eurotherm's 

chief executive, said Euro- 


therm could double its ann ual 
growth rate within 18 months, 
to 10-12 per cent 

'Eurotherm had been held 
back by having limited access 
to distribution in the US and 
Asia, he said. But ft could now 
benefit from selling through 
Siebe’s channels, and from 
cost savings expected to be in 
the order of £10m-£15m. 

The deal ends a turbulent 
period for Eurotherm. Jack 
Leonard, its framer chairman,, 
attempted to oust Mr Hultman 
in 1995, but Mr Hultman was 
reinstated after protests from 
institutional shareholders 
including Mercury Asset Man- 
agement and Prudential 

Mr Hultman said he had 
been speaking to Siebe about a 
possible deal for over three 
years. Eurotherm's profits had 
been hard-hit by the strong 
pound, he added, as 39 per cent 
of its sales were into continen- 
tal Europe. 

Mr Yurko said the part- 
shares offer would allow Siebe 
to keep gearing in the 50-70 per 

cent range and interest cover 
above six times. This structure 
would also allow it to pursue 
other “clip-on” acquisitions. 

The deal came as Siebe filed 
court petitions in Tokyo, alleg- 
ing misconduct by Rikihiro 
Madarame, the chairman of its 
Japanese joint venture, Nemic- 
Lambda. A preliminary inves- 
tigation has “revealed suffi- 
cient unacceptable conduct in 
possible violation of both Japa- 
nese law and the worldwide 
code of legal and ethical busi- 
ness conduct of Siebe for the 
directors to recommend Mr 
Madarazne's resignation," the 
company said. 
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COMPANIES & FINANCE: EUROPE 


BANKING CHAIRMAN CLAIMS REPORTS OF VETO FOR_RESCUE_PLAN CAUSED RUN ON DEP OSITS 

Credit Lyonnais chief hits at Brussels 


By Andrew Jack in Paris 


The head of Credit Lyonnais 
yesterday raised the stakes 
in negotiations between 
France and the European 
Commission over the rescue 
plan for the bank, saying 
that comments by Brussels 
last week bad cost it up to 
FFrlbn (Ji66m) in deposits. 

Jean Peyrelevade. the 
chairman appointed by the 
French government to clean 
up the bank in 1993, said a 
“very painful" FFraOOm- 


FFnbn had been withdrawn 
following reports last Tues- 
day that the Commission 
bad threatened to veto a new 
rescue plan, which would 
drive Credit Lyonnais into 
bankruptcy. 

The comments - attri- 
buted to an official in the 
office of Karel Van Miert. 
the competition commis- 
sioner - drove down the 
price of Credit Lyonnais’ 
non-voting shares and pro- 
voked a strong reaction from 
senior French politicians. 


Mr Peyrelevade said In an 
interview in Le Monde yes- 
terday: “What would the 
world say if a high public 
authority like the IMF 
caused the bankruptcy of the 
Japanese banks, which have 
or will receive more state aid 
than Credit Lyonnais?” 

He argued that by the end 
of this year - contrary to 
pi aims by Brussels officials - 
Credit Lyonnais would have 
more than met its obliga- 
tions under the original 1995 
rescue plan to reduce Its 


commercial presence in 
Europe by more than half 
by 1999; 

Mr Peyrelevade questioned 
estimates of up to FFrlSObn 
for the cost of saving Credit 
Lyonnais, arguing that the 
figure included losses 
incurred as a result of the 
sale of assets once held by 
the bank but which are now 
controlled by a separate 
state-controlled agency. 

The calculations made by 
Brussels were also at least 
FFrSObn too high because 


they were based on the 
projected value of final 
losses, he said, and not 
current values. 

He stressed that Credit 
Lyonnais was only seeking 
to neutralise the effects of a 
penalising loan it is forced to 
make under the 1995 rescue 
until 2000, cutting the value 
of additional state aid 
by FFrObn. 

The public outbursts by 
officials involved In the 
negotiations started early 
this month, when Mr Van 


Miert set an ultimatum for 
the French government and 
told t fr™ to respond to its 
questions by the end of April 
or risk having the aid 
blocked. 

He went on to call “fflegaT 
the 1997 accounts published 
by Credit Lyonnais because 
they had been adjusted to 
take Into account the new 
rescue plan, ahead of its 
approval 

The Commission is now 
expected to meet to discuss 
the pfrn in mid-May. 


Retevision to 
bid for Spanish 
cellular licence 


Hoechst will not be hurried 



Jtbgen Dormann: *paoe b nothing in itsaff 


By Tom Bums 
hi Madrid 

Retevisifin, the new Spanish 
fixed telephony operator 
controlled by Telecom Italia 
and the domestic power 
group Endesa, will enter a 
last-minute bid to compete 
with France Telecom for 
Spain's third cellular phone 
licence. 

The licence is the last to 
be awarded by Madrid before 
the telecommunications 
market is tally liberalised at 
the end of this year. 

France Telecom is bidding 
through a consortium 
known as Lince which is 
backed by Deutsche Telekom 
and Sprint of the US. its 
partners in the Global One 
telecoms alliance. 

The bids will be entered 
on Thursday and the out- 
come will be decided in late 
June. 

Retevisidn was forced to 
bid after it failed to forge an 
alliance with Airtel, which 
controls 28 per cent of 
Spain's cellphone market 

The attempt to link the 
two groups was blocked by a 
surprise shareholder agree- 


ment masterminded by Brit- 
ish Telecommunications and 
AirTbuch of the US, which 
control 37.5 per cent of Airtel 
between them. 

BT and AirTouch secured 
the backing of sufficient 
Airtel minority shareholders 
last week to guarantee 
the cellular operator's 
independence from Rete- 
visidn. 

The preemptive strike by 
the two operators derailed a 
carefully-crafted government 
strategy that backed the 
Airtel-Rete vision link-up to 
allow France Telecom a 
quick entry into the domes- 
tic market 

The French carrier was 
the loser in the tender for 
control of Retevisidn. and its 
Lince consortium is the sole 
bidder for a third fixed 
telephony licence that the 
government it due to award 
next month. France Telecom 
was confident it would also 
obtain the cellular licence. 

The government had 
hoped to establish both Tele- 
com Italia and France Tele- 
com as competitors to Tele- 
fdnica, Spain's dominant 
telecoms group. 


By Braham Bowley 


Hoechst, the German 
ffhpmicais ar id pharmaceuti- 
cals group, plans to complete 
its transformation into a life 
sciences company by 2000. 

But the German group has 
given the strongest signal 
yet it will not cave into pres- 
sure to dispose hastily of its 
r emaining industrial chemi- 
cals businesses. 

“The [sale of) more diffi- 
cult businesses - those are 
behind us. Having done all 
this. I am looking to resist 
time pressure. Pace is noth- 
ing in itself,” said Jurgen 
TVi rmann, chief executive. 

In an interview with the 
Financial Times, Mr Dor- 
mann said Hoecbst would be 
prepared to call off talks 
with British Petroleum 
about the sale of its 
DM820m-a-year ($457m) poly- 
ethylene business unless a 
deal was struck soon. 

His position signals grow- 
ing impatience with the 
negotiations with BP and 
throws Into doubt the sale, 
which industry observers 
had assumed was close. 

“It will be signed in six 
months. We are negotiating 
with a number of parties, 
including BP,” he said. 
Hoechst said if the deal was 
not signed with BP within 
six months it would be with 
another party. 


Mr Dormann has come 
under Intense pressure from 
investors to accelerate the 
planned spin-offs. part of an 
ambitious strategy to trans- 
form Hoecbst into a life sci- 
ences company. The indus- 
trial chemicals activities 
have annual sales of more 
than DM2lbn. 

But Mr Dormann said he 
was prepared for the time 
being to bold on to the 
remaining industrial chemi- 
cals businesses. These 
include gases group Messer 
and organic chemicals divi- 
sion Celanese, which he said 
ware profitable and growing. 

Hoechst Marion Roussel, 
the pharmaceuticals division 
which is Hoechst's main 
business, planned to intro- 
duce two new drugs a year 
to the market, Mr Dormann 
said. 

This would result in 
annual revenue growth of 8 
per cent to 10 per cent at the 
drugs division, he said. This 
growth rate would be below 
the historic average for the 
industry. 

Investors have begun to 
doubt HMR’s ability to lilt 
profit margins to the compa- 
ny's target of 20 per cent by 
the end of 1999. 

But Mr Dormann played 
down the importance of the 
20 per cent target, emphasis- 
ing insipad the importance 
of HMR’s drugs pipeline. 


which he insisted was 
improving. “The chances are 
higher that we meet it [than 
we do not meet it). The pipe- 
line is much more impor- 
tant," be said. 

Last week Hoechst secured 
agreement to sell the 
remaining stake in its Tre- 
vira polyester business, part 
of its industrial chemicals 
division, to a US and Mexi- 


can investor group. This sale 
would be finalised within six 
months. Mr Dormann said. 

The sale of Hoechst's 
European polyester fibres to 
Indonesian company Multi- 
karsa would be completed 
within four weeks, he said. 
The sale had been held up by 
a deterioration of the buyer's 
finances Fallowing the Asian 
crisis. 



SWEDEN ; . 

Investor close to agreeing 
sale of Saab stake to BAe 


Investor. the main 

business empire, was V***^*^ 
terms for the sale of a strategic slake m Saab, its military air- 
craft subsidiary, to British Aerospace. 

Under the terms of the deal, currently b*ng southed by 
legs] advisers for both companies. Investor and tamsy busts 
representing the Wallenbergs would retain30pw cent of 
Saab, white a similar sized bolding would be sold to BA*. The 
remaining 40 per cent is expected to bedstrtoutedtolnves. 
tor sharebokters as part of the company s flotation this 

The acquisition may be approved by BAe s board tomor- 
row, ahead of the company’s annual general meeting, It Saab 
achieves Its hoped-tor vacation of SKriObn (Si 3bn), BAe 
may invest more than SKrSOOm far a stake in the business. 

Under the Swedish group’s spHt structure of A and B 
shares, however, BAe would not hold a large proportion of 
Saab ’s Influential voting rights. One official dose to the nego- 
tiations said the deal had been structured to “give comfort to 
the Swedish government” over ultimate control of one of the 
country’s leading defence manufacturers. 


CLOTHING 


Benetton up 18% despite Asia 

Benetton, the Kalian clothing company, yesterday reported an 
18 per cent rise In 1937 net profits In spite of the impact of 
the financial crisis In Asia on its sporting goods activities. 
Profits would have risen 33 per cent without the activities of 
Benetton Sportsystem, the sporting goods manufacturer 
which suffered a loss of L28bn (Si 5.8m) to the second half of 
last year, largely as a result of toe Asian downturn. 

Benetton acquired 57 per cent of the sporting goods group 
last July for L318bn. The company acquired the remaining 43 
per cent in March from Edtzkxie Holding, the Benetton non- 
quoted family holding. It said yesterday it had renegotiated a 
lower price of L198bn tor this second stake, against the 
L248bn agreed last year, because of the unforeseen impact 3t 
the time of the Asian crisis on Benetton Sportsystem. Sales of 
ski equipment and boots have been particularly hard hit in 
Japan. 

The Asian crisis also affected Benetton clothing sales, 
which were 11 per cent lower in the Asian markets last year. 
However, the impact was more limited for the clothing activi- 
ties than for sporting goods because Asia accounts for only 
15-17 per cent of Benetton’s overall clothing sales. 

Consolidated group sales last year rose 27 per cent to 
L3,637bn. wide consolidated net profits rose from L245.7bn 
to L290bn_ Exclucfing Benetton Sportsystem. group sales rose 
7.6 per cent to L3,100bn, while net profit s rose from L246bn 
to L327bn. The company increased Its dividend from L500 to 
L525 a share. Benetton said the sporting goods activities 
wore now undergang extensive reorganisation and rationalis- 
ation. Paul Betts, Milan 
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Reduced loan losses 
lift Handelsbanken 


Market falls a bonus 
for Tabacalera bidders 


By Tim Bart to Stockholm 

Sven ska Handelsbanken. 
Sweden's largest bank, yes- 
terday announced a 32 per 
cent rise in first quarter 
profits after solid growth in 
net interest income and 
reduced loan losses. 

The bank, which last year 
acquired the mortgage 
lender Stadshypotek for 
SKr23bn ($3bn). said operat- 
ing profits had risen from 
SKrL73bn to SKr2J28bn. 

Contributions from Stads- 
hypotek helped lift net inter- 
est income from SKr2.59bn 
to SKr2.92bn, although net 
commission income fell 
slightly from SKr797m to 
SKrT85m. 

The cost of integrating the 
mortgage lender Into Han- 
delsbanken's operations, 
however, was blamed partly 
for pushing operating 
expenses up from SKrl.Tibn 
to SKr2.08bn. 


Arne Martensson, chief 
executive, said expenses had 
also risen following 
increased investment in 
information technology. 

The enlarged bank, unveil- 
ing maiden first quarter 
profits following the Stads- 
hypotek deal, said the bulk 
of its operating profits were 
generated in its network of 
515 branches. 

Branch-office operations 
reported profits of 
SKri.65bn. Handelsbanken 
markets, by comparison, 
contributed SKr50m and 
asset management SKrS3m. 

Earnings per share rose 
from SKrS.62 to SKr7.54. 
Handelsbanken 's most com- 
monly traded A shares fell 
SKr8 to SKr365. 

Shares in FOreningsSpar- 
banken, by comparison, yes- 
terday fell SKri9 to SKr248 
after the Swedish bank 
announced an 8 pm- cent fall 
in net interest income and 


only a modest rise in first 
quarter profits. 

In the first three months 
of the year, FBreningsSpar- 
banken reported operating 
profits up to SKrL63bn, com- 
pared with SKrL59bn in the 
same period of 1997. 

The results - adjusted Tor 
last year's merger of S wed- 
bank and Ffireningsbanken 
- were achieved on reduced 
net interest income of 
SKr3.05bn. against a pro 
forma SKr3-32bn last time. 

Reinhold Geijer, chief 
executive, blamed the 
decline in interest income on 
a lower return on securities 
portfolios and reduced 
deposit and lending volumes 
earnings following the sale 
of 135 branches. 

Excluding merger-related 
costs, operating profits rose 
from SKri.59bn to SKrl^bn 
and earnings per share 
increased from SKr3.22 to 
SKr3-3L. 


By Tom Bures 


Daily falls on the Madrid 
stock market for the past 
week have provided a dear 
bonus to investors who bid 
for shares in Tabacalera, the 
Spanish tobacco group 
which completed its privati- 
sation process yesterday. 

Co-ordinators for the sale 
of the government's 52J per 
cent stake in the company 
were expected last night to 
set an issue price of Pta3,282, 
based on the average 
weighted price during yes- 
terday's trading. The final 
price is well off the Pta3£40 
maximum set for the issue 
at the start of last week. 

Such a price would drag 
the value of the flotation 
down to Pta3llbn ($2bn)from 
initial estimates of Pta342bn. 

Analysts said the combina- 
tion of strong demand for 
the stock and the unexpect- 
edly low issue price was 


likely to ensure a steady 
after-market, with institu- 
tions buying up Tabacalera 
stock when shares begin 
trading today. 

Tabacalera’s shares yester- 
day fell 4.75 pa- cent against 
a' 3JJ1 per cent fall on the 
general index, which repre- 
sented the biggest drop on 
the Madrid market since 
October. 

Since the start of the offer 
period two weeks ago, the 
value of the group's shares 
has fallen by 1337 per cent 

In spite of the high value 
of Tabacalera’s shares ear- 
lier in the month, the retail 
tranche, which represented 
70 per cent of the total offer 
- a new benchmark for 
equity distribution to small 
savers in a Spanish privati- 
sation - was 19 times over- 
subscribed. 

Demand on the institu- 
tional tranche was 3.4 times 
the total offered. 


Retail investors were 
awarded a 3 per cent dis- 
count on the issue price and 
they will earn a further 3 per 
cent cash bonus if they hold 
cm to their Shares over a 12- 
month period. 

Yesterday's discount was, 
however, barely below Taba- 
calera’s closing price of 
Pta3.205, and the narrow 
margin could prompt a flow 
of shares from small individ- 
ual investors to institutions. 

As a frilly privatised com- 
pany, Tabacalera will focus 
its business strategy on 
diversifying into the domes- 
tic distribution of small con- 
sumer goods and on building 
up cigar assets that it 
acquired in the US and Cen- 
tral America last year. 

It also aims to raise earn- 
ings by incre as in g cigarette 
prices in Spain, which are 
low by European standards, 
and by cutting its labour 
force. 


Electronics group offers shares 

Egypt’s leading private. sector electronics manufacturer hopes 
to raise EE156m ($46m) in an important step reflecting inter- 
est among family-owned companies to dilute shareholdings to 
finance expansion and debt repayment International Electron- 
ics, largely owned by the Baghat family, mil next month float 
27 per cent of its shares on the Egyptian Stock Exchange in a 
sale to be handled by Cairo brokers Intercapital Securities in 
conjunction with ING Barings, awes will be offered at EE53 
each, an 8 per cent discount to the market price. 

Mark Huband, Cairo 


NASDAQ 

German investors targeted 

Nasdaq, the technotogy-dominated US stock market, is to 
spearhead its launch into the continental European market 
with a campaign aimed at Germany’s private investors. The 
world’s second-largest stock market announced the $1 3m 
advertising campaign yesterday as it unveiled the results of a 
UK awareness campaign launched eight months ago and a 
customised national website. 

Maggie Kelly, vice-president of Nasdaq International, said 
the research had found a 20 per cent increase in awareness 
about what Nasdaq did among the wealthy managers and 
executives targeted by the campaign. “We have been 
extremely happy about the response in the UK and the feed- 
back we have got from private investors." she said. ‘So now 
we are ready to launch further afield.” 

Nasdaq has been reluctant to provide sales targets for the 
European market About 18 per cart of in v estme nt s in Nas- 
daq come from non-US investors, with most of this derived 
from Institutions. Jane M artinson 
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Durban Roodepoort Deep, Limited 

(fttcorpareoerf in the fUpabOc of Sou* Africa] RagfcraScm No. 0M9092&06 
NASDAQ tradbg symbol OROOY 
("Durban Deep" or “the company") 


ANNOUNCEMENT TO HOLDERS OF 
SHARE WARRANTS TO BEARER 


Holders of store warrants to bearer (“warrant holders") are advised that a general meeting of 
shareholders of Durban Deep wffl be heW at 45 Empire Road, Fu-ktown. Johannesburg. South Africa, at 
1030 (South Africa local time) on Wednesday 27 May (998 (or 10 minutes after the conefesfon or 
adjournment of the separate ebss general meeting of Durban Deep prefe r red orefinary shareholders 
which has been converted to be held at (CfcOO (South African local time) k the same venue and on the 
same date, whichever is the later time), to consider special and ortfinary resolutions » amend the 
terms and conditions of Durban Peep’s preferred ordinary shares to enable them to be con ve rted into 
ordinary shares and for one option to be panted by Durian Deep for every preferred store held, to 
amend Durian Deep's articles of association to permit fractions of stores resulting from coraoftdaifons 
to be sold for cash, to consofitot* and tanmedbcaiy thereafter subdivide Durban Deep's ordinary and 
preferred ordinary shares to fediote the reduction In the number of smafl holdings of ordinary and 
preferred ordinary stores, to authorise shares to be issued at a price less than the amount arrived at by 
dividing the portion of Durban Deep’s stated capital c onoibute d by already issued shares of the same 
class by the number OF issued shares of that dass at the date of die issue in question and to authorise 
the fesue of ontnary stores to RandgoM & Exploration Company Umfted m capftafise its loan account. 

A copy of the circular to members (including the notic e of the general meeting) which is being posted 
to registered shareholders is available from the United Kingdom secretaries. Viaduct Corporate 
Services Unwed, 19 Charterhouse Street. London ECIN 6QP, or the Paris agents, Barclays Bulk PLC 
45 Boulevard Haussmann. 75009, Paris. France. 

A warrant holder who wishes to amend or be represented at die general meeting must produce his 
share warrant Or a certificate of his hddftg from a banker or other approved person at the bearer 
reception office of the United Kagdom registrar, Computerstore Services PLC. Isr floor, 5-JO Great 
Tower Street. London EC3R 5B*. or he muse produce hb share warrant at the office of the Park agents 
be the above address in both cases at least five dear normal business days before die dace appointed for 
the holdings of the general meeting and stefl ot herw ise comply with the coe d darts g o vendng store 
warrants currently m force. Thcrngton, a pretty or an attendance form under which such warrant 
holder may be represented at the general meeting wll be issued. 

8y order of the board. 

DURBAN ROODEPOORT DEEP. LIMITED 

HABoff 

SeCTeCBy * 28 Apr* 1998 



First 
Pacific 

FIRST PACIFIC CAPITAL LIMITED 

(Incorj m wd in Hmg Km ig wM limbed liability) 

issnoojbeojm 

Guaranteed Floating Rate Notes doe 1999 
guaranteed by 

FIRST PACIFIC COMPANY LIMITED 

llneorporatfd fa Bermuda with heated Mobility) 

Common Code : 005079586 
In accocdaace with the pcovbioos of the Roaring Rale Notes, notice 
is hereby given (tot tbe issuer has exercised die call option to make 
an early redemption of the Notes at 100% of tisepritxapaJ amount 
on 24* lone 1998. 

Principal pins interest payable on 24th June 1998 per Note of 
USD500.000 is USD5 17.963.02. 

Standard j: Chartered 

Standard Chartered Bank 
As Hie Fiscal Agent 


— 
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SAEHAN MERCHANT 
BANK949 CRPORAIION 

US$100,000,000 

Floating rate notes 
due 2000 

Notice is hereby given that hr 
the interest period 28 April 
2998 to 28 July 2998 the notes 
vtfU carry an interest rate of 
6.14219 % per annum. Interest 
payable on 28 Juty 1998 util 
amount to US$77tL3Q per 
USS50.000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 



European Bank for 
Reconstruction and 

Development 

US$150,000,000 

Collared Boating rate 
notes due 20 02 

The rate of interest has beat 
determined by Credit Suisse 
financial Products as 

553125% per annum for the 
period from 28 April 1998 to 

28 October 1998. Interest 
payable on 28 October 1998 
udi amount to ISS28, 12 per 
USU.QOO note, USS28U7 
per US$10,000 note and 
USS2.81L72perUSSm.QQ0 
note. 

Fiscal agent Morgan 

Guaranty Trust Company 

JPMorgan 


San Paolo-IMI merger 
wins formal approval 


By Paul Betts 

to Min 

Italy's bank consolidation 
moved up a gear yesterday 
with formal approval for the 
merger of Istituto San Paolo 
di Torino, the country's big- 
gest commercial bank, and 
IML the Rome-based banking 
group. 

The merga, approved by 
the boards of both banks, 
will create the country’s 
largest hanicinp group, hold- 
tag total assets of L35Q,00Cfbn 
C$X97bn), and wffl involve a 
share exchange of L045 San 
Paolo shares for one BO 
share. Once this is com- 
pleted, San Paolo's gristing 
shareholders will hold 55.3 
per cent of the new group, 
with Bfl shareholders own- 
ing 44.7 pa- cent 

The two banks agreed to 
name the new combined 
credit institute San Paolo- 
IMI. to be headquartered in 
Turin. Luigi Arcuti, IMTs 
chairman and a forma fon 
Paolo managing director, is 
to become chairman of the 
enlarged group, beating 
Gianni Zandano. the current 
San Paolo chairman, to the 
jab after a tough contest 

Under the strategic plan 
drawn up by the two banks, 
the new group will have two 
principal divisions - one 


focusing on retail-middle 
market and large corporate 
activities, the other on mer- 
chant banking. Other activi- 
ties, such as personal finan- 
cial services, investment 
banking and public works, 
will form separate business 
units. 

The plan is to achieve a 
consolidated return on 
equity of 15 per cent by 2000. 
The two banks said they 
planned to spin off their 
property assets, valued at 
about L£500bn, into a sepa- 
rate company to improve 
returns. 

The San Paolo-IMI merger 
has accelerated the pace of 
consolidation in the banking 
industry, tallowing the 
recently announced merger 
of Gredito Italiano with a 
group of leading north Ital- 
ian savings banks. 

Gredito Italiano, whose 
preposed merger with Unl- 
credito has won widespread 
praise, reported yesterday at 
its shareholders’ meeting a 
70 pa cent rise in first-quar- 
ter gross operating profits to 
L468bn compared with the 
first quarter of 1997. 

Both the San Paolo-IMI 
and Credito Italiano-Unicre- 
dito deals are now putting 
pressure on Banco Commer- 
ciale Italians, Credito Ital- 
ian's traditional Milan 


rival, to find a partner. 

However, Luigi Fausti. 
8 Cl chairman, told share- 
holders yesterday BCI was 
not looking for “prey", 
despite having a war chest of 
L4,500bn. He said the bank 
wanted to grow “on the basis 
of effective synergies and 
cost-savings”. 

Speculation has Increased 
in recent weeks that BCI 
could link with the recently 
privatised Banca di Roma In 
a deal orchestrated by 
Mediobanca, the Milan bark- 
ing group which is itself 
seeking to carve out a new 
identity. 

But BCI has so far 
appeared increasingly reluc- 
tant to consider linking with 
Banca di Roma and has so 
far focused on close relations 
with Assicuraztoni Generali. 
Italy’s leading insurer, 
whose main shareholders 
are Mediobanca and Lazard- 

A further new banking 
concentration is expected to 
emerge around Banca Naz- 
ionale del Lavaro and Banco 
di Napoli as part of the pri- 
vatisation this year of BNL. 

BNL told Milan financial 
analysts yesterday that its 
new core of stable sharehold- 
ers could be established by 
the end of June, to be fol- 
lowed by a public share offer 
in October. 
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COMPANIES & FINANCE: INTERNATIONAL 


PETROCHEMICALS INDIAN GROUP UPBEAT 


Reliance rises New plant saps Tulip’s 


25% despite 
weak prices 


By Kristina Guha Id Banfflay 

Reliance Industries, India's 
biggest petrochemical com- 
pany, yesterday shrugged off 
competition from south-east 
Asia with a 25 per cent 
increase in pre-tax profits for 
the yeeu- to March 31. 

The rise from RpI3.7bn to 
RpiT^bn ($433mj was driven 
by volume growth in the 
face of weak prices. Reli- 
ance's output jumped, from 
lifrn tonnes to 5.2m tonnes 
as its new complex at Hazira 
came on stream. Sales rose 
54 per cent at Rpl34bn. 

Anil Ambani, managing 
director, said the results 
marked a “strong perfor- 
mance in possibly the most 
challenging times faced by 
the global petrochemical 
industry in the recent past". 

Prices fell sharply in the 
second half as the Asian cri- 
sis raised fears of global 
oversupply and cut prices 
from producers in Thailand, 
Indonesia and South Korea. 

Reliance reduced its prices 
further - maintaining a dis- 
count of 5 to 10 per cent 
below the landed cost of 
imports - to prevent rivals 
gaining a foothold in India. 
The company also persuaded 
India's government to 
impose anti-dumping duties. 

Reliance believes the 
worst is over. “The chal- 
lenges we faced in the last 
financial year were alto- 
gether more serious than 


NEWS DIGEST 


ENGINEERING 

Acquisition helps Atlas 
Copco advance 20% 

Atlas Copco, the diversified Swedish engineering group, 
yesterday reported sharply increased firfrt-quarter profits fol- 
lowing strong volume growth and a maiden contribution from 
Prime Service, the US equipment rental company bought last 
year for US$90 Qm. The. company - which manufactures com- 
pressors, construction and mining equipment and control 
products - saw pre-tax profits rise 20 per cent to SKr881m 
(SI 14.4m) in the quarter, against SKr735m last time. At the 
operating level, profits rose almost 40 per cent to SKrl .04bn, 
on sales ahead from SKr6.4bn to SKr8.12bn. 

Glulio Mazzalupi, chief executive, said about one-third of 
the profit improvement was attributable to Prime Service, with 
the remainder fuelled by higher volumes and favourable cur- 
rency movements. Although demand from industrial manufac- 
turers is expected to strengthen, Mr Mazzalupi warned that 
orders from the mining and construction industries could slip. 

Atlas Copco's most commonly traded A shares shed 
SKT5.50 to dose at SKr218 amid concerns over the impact of 
Asia's economic turmoil and profit margins which shrank from 
11.5 to 10.9 per cent Earnings per share, nevertheless, rose 
from SKr2.40 to SKr3.09. Tim Burt, Stockholm 

PAPER 


Sappi reorganises 


Sappi, the South African paper group which has been 
expanding its overseas operations since 1990 and plans to 
list in New York later this year, said yesterday it had inte- 
grated its various international fine paper operations into a 
single company called Sappi Feie Paper. 

With its headquarters in London, the new Sappi subsidiary 
will have sales of about R20bn (S4bn). Its share of the market 
in coated wood free papers - typlcatty used in high-quality 
magazines, annual reports and art books - will be 26 per cent 
in the US. 22 per cent in Europe end 60 per cent in Africa. 

Sappi Fine Paper is a merger of S. D. Warren In the US. 

KNP Leykam. Hannover Papier and Blackburn in Europe, and 
Sappi's South African operation. 

Sappi shares fen more than 50 per cent last year as inves- 
tors balked at the cost of the debt Incurred on the Interna- 
tional expansion trail. However, the shares have regained 
some ground fa recent weeks as analysts reassessed their ini- 
tial doubts about the company's strategy. 

Victor Mallet, Johannesburg 


POLISH DEVELOPMENT BANK 


BRE front-runner for control 

Poland's Export Development Bank (BRE), which te 49 per 
cent owned by Commerzbank of Germany, yesterday 
emerged as the front-runner to take control of the Polish 
Development Bank (PBR) after buying Citibank’s 7 per cent 
share in the investment bank. The transaction leaves 
SE-Banken of Sweden, which last week confirmed it would 
make a rival bid for PBR, with the choice of opening negotia- 
tions with the bank's remaining shareholders. 

Meanwhile, the chances tor Germany's Bayerische Landes- 
bank, the third bidder, of taking over PBR appear to have 
deteriorated because of delays by Poland's securities com- 
mission in issuing a permit. BRE's S97m offer for PBR. at 
24.3 zlotys a share, expires next Monday. PBR's shares yes- 
terday reached 28.8 zlotys, up 45 per cent on when BRE 
made its bid a month ago. 

Christopher Bobinski, Warsaw 


INSURANCE 


Skandia doubles in quarter 

Skancfia. the Swedish insurer, said yesterday currency fluctua- 
tions had helped its first-quarter results, which showed a dou- 
bling of operating profits to SKr2.84bn (5369m). The market 
had expected a profit of SKr2.13bn at the operating level 
The company said its property and casualty segment suf- 
fered from fierce competition resulting in pressure on premi- 
ums. Sates of its US unit-linked operation AFS (Assurance & 
Financial Services) amounted to SKr14.68bn against 
SKr12,06bn a year ago. with total sales in the first quarter ris- 
ing from SKr18.26bn to SKr20.69bn. Earnings per share rose 
from SKr7 to SKrl 8. After posting early gains, the shares 
dosed down SKr2D at SKr543. Agencies, Stockholm 


limited financial strength 

Inability to find partner and the failure of its expansion plans have 
Dutch PC maker heading for receivership, writes Gordon Cramb 


those we are likely to face in 
1998-99." said Mr Ambani. 

He said there would be 
less "unfair competition" as 
crisis-hit producers ran out 
of stocks to sell at fire-sale 
prices and other Aslan cur- 
rencies rebounded to more 
realistic levels. 

Margins remained stable 
at about 19 per cent, largely 
because of backward Integra- 
tion. including a new 
cracker plant, which enabled 
the company to profit from 
lower prices tor raw materi- 
als such as naphtha. 

Interest charges rose from 
Rpl ,7bn to Rp5bn, while 
depreciation was up from 
Rp4.1bn to Rp6.7bn. 

But while much of Indian 
industry faces stagnant 
demand. Reliance's market 
remains buoyant. Demand 
for polyester grew by almost 
30 per cent last year in India, 
while the country's plastics 
market grew by 18 per cent 

“These are not industrial 
applications." said Alok 
Agarwal, Reliance treasurer. 
“We produce principally for 
the household sector which 
has been doing well." 

Analysts agree that Reli- 
ance can continue its vol- 
ume-driven strategy, but 
doubt its Asian woes are 
over yet. “That is surely 
optimistic." said AJay Jindal, 
analyst as Caspian Securi- 
ties. “East Asian producers 
have no choice but to export 
in order to repay debt" 


T ulip Computers' new 
plant In the Dutch city 
Deo Bosch can receive, 
build and ' ship an order 
within 24 hours. 

Franz Hetzenauer, founder 
and chairman, said late last 
year '1 do not think around 
the world there is a factory 
with this degree of integra- 
tion. but I am absolutely 
sure the competition is try- 
ing to match It” 

The competition did not 
need to. Tulip's investment 
in the assembly facility - 
and in the Commodore 
brand that was to take it 
from the market for business 
PCs into the home-use sector 
- sapped its financial 
strength. The company was 
granted protection from its 
creditors by a Den Bosch 
court last Friday. 

Receivership heralds the 
likely demise of Europe’s 
last independent maker of 
own-brand PCs. It marks the 
failure of an expansion pro- 
gramme designed to secure 
critical mass in a fast consol- 
idating market, and the 


inability to attract an indus- 
try partner. 

Acer of Taiwan is one 
which knows Tulip well - it 
also has a manufacturing 
site in the cluster of informa- 
tion technology groups that 
has grown around the 
southern Dutch city. But 
Acer last week chose a big- 
ger target, agreeing to take 
over the PC operations of 
Germany’s Siemens NLsdcnl 

Tulip received a bid 
approach from an undis- 
closed company in late 1996, 
but could not agree terms. 
That followed its rapid 
retreat from an attempt to 
push its own brand Into the 
consumer PC market. The 
foray, using hardware 
adapted from what it pro- 
duced tor the office market, 
lasted only nine months. 

Its products could not 
compete on cost, in part 
because their features 
included a built-in network- 
ing capability that few home 
users would want. 

Instead, it last year bought 
the brand and much of the 


assets of Ckxmmodore, which 
in the early 1980s dominated 
the US market for home PCs. 
Commodore, now involved 
in a receivership for the 
third time in two years, still 
carries a high consumer rec- 
ognition ofits name. 

Start-up problems at the 
factory lost Tulip clients, 
and it had to take writeoff 
on a two-year-old push into 
Asia. ' Ibis left it with net 
lasses that nearly trebled to 
FI 27.5m ($i3.6m) for 1997, on 
sales down 13 per cent 
to F148L4HL 

A nnual capacity at the 
new plant is at least 1m 
units, although last 
year it shifted only 200,000. 
Their quality is rated highly 
in the industry, but cm cost 
grounds Tulip recently aban- 
doned a commitment to 
make most of its own moth- 
erboards, the component at 
the heart of the machine. 

The group remained far 
from its modest goal of a 4 
per cent share of the Euro- 
pean market for business 



Frarer Hetzenauer: cut his stake last month to ton than 6% 


PCs.' In the Netherlands, the' 
government had backed it to 
the tune of FL4Qm, but 
tighter European Union 
requirements for tendering 
of public contracts meant it 
could not rely on state 
orders. Barely 20 per cent of 
its Dutch sales went to the 
public sector, compared with 
one-third for the country's 
FT industry as a whole. 

Confidence ebbed last 
month when Mr Hetzenauer 
cut his stake in the company 
from 8 per cent to less than.5 


percent Suppliers were said 
to be refusing credit. 

To add. ta Tulip's prob- 
lems, a tight Dutch labour 
.market means -'the most 
highly -skilled 'among its 700 
staff are likely to be snapped 
up by competitors. As all but 
100 of them were sent home 
jestenlay. Tulip said a deal 
bad best found tO maintain 

operations for several weeks. 

However, .. unless a 
long-term partner is found 
soon, Tulip will be difficult 
to sell as a going concern. 


TIM 

appoints 
new top 
team 

TIM. the Italian mobile 
telephone company 60 per 
cent controlled by Telecom 
Balia, yesterday appointed a 
hew top manag ement team 
as part of the continuing 
internal reorganisation at 
the country's former tele- 
phone-- monopoly, writes 
Paul Betts in Milan. 

■ -Vito Gam be rale, former 

TIM chief executive, is to 
become chairman of the 
highly profitable mobile tele- 
phone company, relinquish- 
ing' day-to-day control to 
Umberto de Julio, the new 
chief executive. 

Mr Gamberale’s move 
reflects his recent appoint- 
ment as one of the three new 
manag in g directors of Tele- 
com Italia under the reor- 
ganisation launched by Gian 
Mario Rosslgnolo, the priva- 
tised telecommunications 
group's new chairman. 

At Telecom Italia. Mr 
Gamberale is in charge of 
fixed lme operations. 

TIM also reported yester- 
day continued strong growth 
in the first quarter, with 
852,000 additional subscrib- 
ers bringing the total to 
10.13m at the end of March 
1998. 
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If you think the Euro is a 
European currency, the rest of the 
world s got news for you. 


The Euro. A new currency for Europe. in the Euro. Because, from its inception 
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INDUSTRIAL PRODUCTS US GROUP AIMS TO GENERATE 60% OF REVENUES FROM NON-DOMESTIC MARKETS 


America 


By WBbm Lewis is Hew York 


Tyco International, the 
acquisitive US manufacturer 
and supplier of industrial 
products, is planning to Step 
UP its takeover programme 
in Europe, Asia and South 
America In an attempt to 
shift its revenue base away 
from North America. 

The US-based company is 
also launching a marketing 
campaign to attract more 
UK and European sharehold- 
ers. It wants one-third of its 


shareholders to be non-US 
institutions and individuals. 

“Some of our businesses 
already have 60 pm- cent of 
their revenues from outside 
North America, and that 
model is the one we want to 
see in place far Tyco as a 
whole.” said Dennis 
Kozlowski, chairman and 
chief executive, in an inter- 
view with the Financial 
Times. 

“There are more business 
opportunities outside North 
America and we want to be 


the leading market player 
wherever we do business 
throughout the world." 

Currently, about 40 per 
cent of Tyco's revenues 
derive from its businesses 
outside North America, and 
Mr Kozlowski said the com- 
pany's goal over the next 
three years was to raise that 
to 60 per cent. 

In the same period he 
would like to see non-US 
institutions and individuals 
account for one-third of 
Tyco’s shareholders. “It 


would not be a bad thing to 
have at least one-third of 
shareholders outside of the 
US. We need to educate the 
people who invest and we 
need to spend more time on 
the ground over there," he 
said. 

To that end, Tyco has relo- 
cated Dave Brownell, a 
senior vice-president to Lon- 
don. Through its acquisition 
of ADT, the electronic secu- 
rity systems group, Tyco has 
a listing on the London 
Stock Exchange, and plans 


to use that to attract new 
investors. 

Tyco has achieved rapid 
growth in recent years, pri- 
marily in the US, through a 
series of acquisitions. 

In ' 1997, purchases 
included: ADT; Keystone, a 
designer and manufacturer 
of industrial valves; and 
American Pipe & Tube, 
which makes steel pipe and 
tubing for fire protection 
markets. Eyrfj w this month 
it announced it was acquir- 
ing the Wells Fargo Alarm 


Biogen 
chairman 
faces legal 
action 


Hamischfeger warns of 
$100m additional charge 


By (Odd Taft in Chicago 


By Victoria Griffith in Boston 


Jim Vincent, chairman of 
Biogen, the biotechnology 
group, is re-learning an old 
childhood lesson: you cant 
take back what you've said. 
Legal proceedings began 
against Mr Vincent yester- 
day for nine words he 
uttered at an analysts' meet- 
ing four years ago. Asked 
how trials were going for the 
heart attack drug Hirulog, 
Mr Vincent responded: 
“What we’ve seen to date 
looks very good." 

Later, the company, wor- 
ried about chest pain associ- 
ated with the drug, licensed 
the product to The Medi- 
cines Company, another bio- 
tech group. A class-action 
Suit against the chaimum {5 
now taking him to task for 
allegedly withholding nega- 
tive information about the 
side-effects of Hirulcg. 

While such lawsuits are 
common, it is unusual for 
cases to be taken to trial. 
"We told the truth,” said 
Biogen. “This product was 
obviously not ‘a dog', since 
the company that took it on 1 
has filed for approval from 
the Food & Drug Adminis- 
tration- It just didn’t fit the 
profile of products we want 
to take to market" 

Stockholder litigation Is 
becoming a problem far bio- 
tech companies, which com- 
monly lose large proportions 
of their market capitalisa- 
tions following disappoint- 
ment over drug trials. 

Some 54 cases against 
companies have been filed 
over the past two years, 
according to the Biotechnol- 
ogy Industry Organisation, a 
trade association. 

Being held accountable for 
every word they utter while 
continuing to be upbeat 
about pending research is a 
difficult balancing act for 
chief executives. "A lot of 
times they are asked to com- 
ment on things that are sim- 
ply unknowable, like how a 
trial will end," said David 
Stone, a biotechnology ana- 
lyst at Cowen & Co. 

To reduce vulture law- 
suits. the federal govern- 
ment passed a law two years 
ago that allows executives to 
make predictions about a 
company’s performance, as 
long as the risks are made 
clear to shareholders. 

But investors got round 
these rules by filing in state, 
rather than federal courts. 


Cost overruns and possible 
accounting errors on a big 
contract for Asia Pulp & 
Paper in Indonesia have 
dealt a $l5Qm blow to Har- 
ms chfeger, the Milwaukee- 
based heavy equipment man- 
ufacturer, and will force it to 
take an additional $l00m 
charge in the second 
quarter. 

The company said the 
overruns on four large turn- 
key projects in Java and 
Sumatra included the cost of 
equipment for its Beloit 
papermaking machinery 
arm. transportation and 
freight costs, and general 
delays. 

It did not put all the blame 


on the recent economic tur- 
moil In Indonesia for the 
cost excesses, but said that 
had added to the problems. 

The contract with Asia 
Pulp & Paper, part of Indon- 
esia's Sinar Mas group, is 
worth about $600m, com- 
pared with Beloit’s sales of 
yi 9hn last year. The machin- 
ery was to be installed at 
four sites over several years, 
although two facilities are 
nearly complete. 

Hamischfeger declined to 
elaborate on whether the 
“possible accounting errors" 
might result in legal action. 

The company said the 
cumulative effect on Beloit 
was expected to be about 
$150m before tax, or $75m 
after tax and minority inter- 


ests. As a result, it would 
increase a previously- 
announced second-quarter 
special charge by glOOm. 

Two months ago, the com- 
pany announced it was tak- 
ing a one-off charge of 
between $l25m and $150m 
related to Beloit. This was to 
cover employment and plant 
investment cutbacks, and 
some addition to re ser ves for 
“non-restructuring-related” 
reasons. 

Hamischfeger said it had 
ordered a “thorough review 
of Beloit's accounting and 
control functions*. 

“We are determined to 
take every action necessary 
to ensure nothing thin 
ever occur again," said 
Jeffery Grade, rfiah-man. 



Jeffery Grade: thorough review’ under way at Beloft 


Cost-cuts help Abitibi recover to C$57m 


By Edward AUen in Toronto 


Abitibi-Consolidated, the 
Canadian group which is the 
world's largest newsprint 
producer, cat costs to 
achieve first-quarter earn- 
ings of C$57m (US$39.7m). 
rebounding from a loss of 
C$5 lm in the 1997 period. 

The results were similar to 
the final quarter of 1997 and 
in line with analysts’ expec- 
tations. Cost-cutting pro- 


duced annualis ed savings of 
C$i65m, near the target of 
C$2fom by June 1999. 

Net earnings for the three 
months ended March 3l were 
C$40m after extraordinary 
charges, ex' 21 c ents a share, 
on gross sales of C$l-09bn. 
The group incurred expenses 
of C$4m in its faffed bid to 
acquire Avenor, Canada’s 
second largest newsprint 
producer, which was bought 
last month by Bowater. 


Newsprint prices rose 
4 per cent In the first three 
months of 1998, offsetting a 
slight fall in sales volumes 
from the previous quarter. 

But Abitibi and other 
newsprint producers face a 
challenge trying to make 
stick a planned May 1 price 
rise of US$40 a tonne, in the 
light of the addition of 62,000 
tonnes a month into the 
market when Fletcher Chal- 
lenge Canada’s three British 


Columbia mills are folly 
operational. 

One analyst said Abitibi 
was likely to close some mill 
operations next month to 
remove about 30.000 tonnes 
of newsprint from the mar- 
ket and keep inventories 
down. This would normally 
be followed by similar shut- 
downs at Donahue and 
Bowater. the two other main 
Canadian producers. 

Fletcher's mills, which can 


produce about 3 per cent of 
North American output, had 
bear halted by a nine-month 
strike which ended last 
week. Abitibi is entering its 
own labour contract negotia- 
tions this month at its 20 
mills in eastern Canada. 

Fletcher's return will put 1 
some pressure on the indus- 
try to manage operating 
rates more effectively, said 
Mark Kennedy, an analyst 
with TD Securities. 
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Bank merger rules tested by BoNY ‘bear hug’ 


Mellon’s rejection of $24bn bid has put in question the logic behind recent consolidation, writes John Authers 


B ank of New York and 
Mellon Bank, two of the 
most revered names in 
US banking, are testing new 
ground. Both the ground 
rules for pursuing a merger, 
and some of the principles 
that have underpinned the 
unprecedented consolidation 
of US commercial banks in 
recent weeks, have been 
called into question. 

Last week, BoNY made an 
unsolicited proposal to buy 
Mellon for about $24bn. Con- 
troversy then centred on 
BoNY and its unorthodox 
use of a “bear hug" on Mel- 
lon, in which it publicised a 
takeover proposal for the 
bank without making a for- 
mal tender offer. Although 
the offer was unsolicited, ft 
was not technically “hos- 
tile", so as to avoid falling 
foul of the strict banking 
laws In Pennsylvania, Mel- 
lon's home state. 


Now, the focus has moved 
to Mellon's startlingly swift 
rejection of BONY’S offer. 
Within 24 hours of hearing 
of BoNY’s bid it had 
launched a lawsuit, and over 
the weekend its directors 
voted unanimously to reject 
the bid. Frank Cahouet, Mel- 
lon chief executive, com- 
mented: “Bank of New York 
has said a number of times 
that the transaction wiD go 
forward only with the 
endorsement of Mellon's 
board of directors, so I guess 
that’s the end of the issue." 

BoNY’s advisers pointed 
out that Mr Cabouet's initial 
outspoken rejection of the 
bid, and the subsequent law- 
suit, must therefore have 
been made without formally 
consulting his board. 
Thomas Renyi, BoNY chief 
executive, also claimed that 
he had received “overwhelm- 
ing support" from Mellon’s 
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Shares price oxl Max rebBBed 
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institutional shareholders In 
the days since the proposal 
was announced. 

The proposal will remain 
on the table for several 
weeks, while BoNY and its 
advisers continue to canvas 
Mellon shareholders. 

Mr Cahouet has now 


attacked the cost cuts and 
execution risks involved in 
the merger. In the process he 
attacked the logic which has 
justified most of the consoli- 
dation in the industry over 
the last few years, which 
was brought to a new peak 
earlier this month with the 
$6&6bn acquisition of Bank- 
America by NationsBank. 

He said the $700m cuts 
proposed by Mr Renyi were 
"dramatically higher” than 
had been suggested when 
the friendly negotiations 
between the two banks 
ended last December. Fur- 
thermore, he said the two 
banks did not have as close a 
fit as BoNY claimed, even 
though both have made a 
move into fee-based busi- 
nesses and away from tradi- 
tional lending activities in 
recent years. 

This means that both com- 
panies have comfortably out- 


performed the banking sec- 
tor as a whole for the last 
few years. But Mellon, 
unlike BoNY, still has a 
large retail banking and con- 
sumer fund management 
business, and there is a dose 
overlap, according to Mellon, 
only in a few businesses, 
such as custody, corporate 
banking, and systems. 

According to Mellon, 
BoNY’s cuts would be equiv- 
alent to more tha n 50 per 
cent of those businesses 
where the banks overlap, 
such as securities servicing. 
This would be “devastating". 

Mr Cahouet says these dif- 
ferences were “fully recog- 
nised" in December last 
year, but others dose to the 1 
negotiations claim the two i 
banks failed to agree a 
merger in formal talks only | 
because of Mr Cahooefs per- , 
sonal demands over the | 
issue of the succession. i 


M&A RESULTS 1997 


November 1997 


KEYSTONE INDUSTRIES INC. 
(USA) 

vi* if'j ssibBtlEHy 

KARL GEORG BAHNTECHNIK GmbH 
(Germany} 
has acquired the 

RAILROAD PROOUCTS WVEfON 
of 

RINGFEDER GmbH 
1 Germany) 

We acted s» tbe financial advisor to die buyer 


October 1997 

THE GOVERNMENT OP THE 
REPUBLIC OF INDIA 
has acquired tbe fieeboid tod and baS&ngaz 
FRIEDRJCH-EBERT-ANLAGE 26 
FRANKFURT AM MAIN 
(Germany) 
from 

KPMG DEUTSCHE 
TREUHANDAG 
(Germany) 

Wo aaed as advisor to ihe tayer 


September 1997 

KEYSTONE INDUSTRIES INC 
(USA) 

visit's wbodtey 

KARL GEORG BAHNTECHNIK tknbH 
(Germany! 
has acquired Qie 

HOT ROLLED FORGED RINGS ACTIVITIES 
from 

HANAcrt ZELEZXSNY A PfiRO VNX aj. 
(CgechRepebBc) 

Vfc acted as (be flmcbl adviser » (be tayw 


Advance Bank 
Australia Limited 


US$300,0004XX) 

Floating Rate Notes 2000 


NEWS DIGEST 


ri» 


buys 


COMPUTER SOFTWARE 


business of Borg-Warner 
Security for $C5m hi cash. 

Tyco concentrates on four 
business segments; dispos- 
able and speciality products, 
fire »nd security services, 
flow control and electrical 
and electronic components. 

It forecasts that the 
increase in revenue growth 
outside North America will 
come mainly through acqui- 
sitions. Bonuses paid to Tyco 
executives are based partly 
on them identifying po ten- , 
tial acquisition targets. 


CA aims to expand in 


professional services 


Computer Associates, the woritfa second largest software 
group after Microsoft, is stffl determined to expand its profes- 
sional services business through berth organic growth and 
acquisitions despite the recent failure of its hostile ttd for 
Computer Sciences. Speaking during the t»sina» scftwe 
group's annual user convention in New Orleans, Charles 
Wimg, GA chief executive, acknowledged that CA bed "mis* 
read the situation" when it launched Rs takeover bid for CSC, 
the computer service* group. 

*There was no price they were willing to sell at, ha said, 
“we had thought it was a matter of price. We have moved on 

since then so ft fe really a dead Issue for us." Nevertheless he 
said CA, whose flagship product Is its TNG Unfeenter enter- 
prise management suite, was stffl focused on building the ser- 
vices business because ft needed people to rapidly deploy 
and implement Unicenter. 

"We are going to bufld up services the same way we butt 
our product business, through a combination of internal 
development and strategic acquisitions in different geographic 
areas, in consuttkrg, value-added reseBers and systems 
integration-type companies." 

Mr Wang said CA had no Immediate acquisitions planned, 
but added: *We are talking to a number of serviees-type 
companies." 

Separately, CA confirmed that Microsoft had ficensad part 
of TNG Unicenter, the "real world interface* component, for 
use with its next generation corporate operating system. Win- 
dows NT 5.0. “CA and Microsoft are working together to bet- 
ter enable the NT platform for management and scalability" 
said Sanfay Kumar. GA president Paul Taylor, New Orleans 
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CINCINNATI BELL 


Moody’s considers downgrade 


GOLDMINING 


Newmont earnings fall 


Nawmont Mining, which - via: its Newmont Gold subsxSary - 
is the largest goldmining company in the US, yesterday 
reported a drop in first-quarter earnings, from 24 to 20 cents 
a share due to the fall in gold prices. It made after-tax profits 
of $30J3m, down from $51 J2m a year ago, with the Newmont 
Goid subsidiary turning In 532.8m, against S54.7m previously. 

The reduction came despite sharply higher production, up 
22 per cart at 1.03m ounces. Gold sales in the first quarter 
.were 6 per cent hlghafat 5378.1m, but the average realised 
gold price feO from $370 an ounce to the first quarter of 1997, 
to $324 an ounce in the latest period. Newmont* s capital 
expenditures were atso cut significant iy, from $T05.3rn a year 
ago, to 556m in the latest quarter. The main expenditures 
went on its Nevada operations, a teach pad expansion at 
Menera Yanacocha in Pam, and the Bafu Hijau project in 
Indonesia. The company said it was “on target" to produce - 
between 3.8m aid 4m ounces this year, with total cash costs 
estimated to coma in at under $200 par ounce. NHM Ta it 


ELECTRICITY SUPPLY 


Texas Utilities flat 


Texas Utilities, which Is bidding E4.45bn ($7.4bn) for Energy 
Group, foe UK’s biggest electricity supplier, has reported flat 
first-quarter earnings. Diluted earnings for each common 
stock unit was static at SI cants during foe first three months. 
even though operating revenues Increased from $1.49 bn to 
$2.5bn. Consolidated net income rose from $1 14.8m to 
$126 .6m. 

Texas, which has bid 840p a share for Energy Group, is 
facing a rival offer of 820p a share from PacaflCorp. another 
US unity. Both companies were waiting yesterday to see 
whether foe UK Takeover Panel could agree a process which 
would allow any further offers for Energy Group to be made in 
a “fair and orderly* maimer. The regulator fast week 
suspended foe bid timetable to prevent an unseemly last- 
minute scramble when the deadline for counter-offers ran out 
on midnight on Sunday. Texas currently controls about 28 per 
cent of Energy Group’s shares. Andrew Taylor 


Comments and press releases about Inte rna ti on al 
companies coverage can be sent by e-maH to 
international. companlesWl com 


AKZO NOBEL 


The notes w ill bear interest 
at 5.8375% per amnun/br 
the interest period from 
28 April 1998 lo 28 July 1998. 
Interest payable oahw 28 Jafy 
1998 will amount to (JSSI47.56 
per USSIO.OOO note. 


August 1997 


August 1997 


OFFSET GERHARD KAISER CtaliH 

{Germany) 


Fcbtiog Medial AG 
(Germany) 


April 1997 

Ao jaemariouaJ investoo groups ted by 


Agent Morgan Guaranty 
Trust Company 


Quarterly results 

The Board of Management of Akzo Nobel 
N.V. -formerly Akzo N.V.-announces that 
on April 23, 1998, the results for the first 
quarter of 1998 were published. Copies of 
this report may be obtained at the office of 
Akzo Nobel N.V. or from foe UK Paying 
Agents (Also available on website 
ftttp^Avww.akmnobel.com}. 


U.K. residents 

Dividends so payable for U.K. residents 
will be paid less 1 5% withholding tax, and 
U.K. income tax will be deducted from foe 
gross dividend. 


acquired a 100 % state in 


iasjcHw 


3W3WUPpfc. 
(United Kingdom) * 


JPMorgan 


Cmtiotogj Dtriskn 


acquired.* 100% state in 


JOHANNES ALT GMBH 
(Germany) 


MEDfPOKT GmbH MnfisaieGfe&ac 
(Germany) 


Baa Segmann GmbH 
(Germany) 


Vfc acted as ite fmnriH adrt«r » the seller 


Wb acted «s Ike Gnaadai advisor id ibesdkr 


We acted as the financial advisor Dibs sefler 


April 1997 


January 1997 


January 1997 


ComeagneBancmre 


Aa intenaDOod iovesors group, led by 


31-GROUP pic, 
(Urited Kingdom) 


KEYSTONE INDUSTRIES INC 
(USA) 


KEYSTONE INDUSTRIES INC 
(USA) 


FRFSH0SSMO9AO% 
BONDS DOE 1W vkb CBspM 


Final dividend 

The Board of Management of Atao Nobel 
N.V. announces that the Annual Meeting 
of Stockholders, held In Arnhem on April 
24, 1 998. has dedded to distribute for 
foe fiscal year 1997 a dividend of 
NLG 8.50 per common share of NLG 20. 
An interim dividend of NLG 2.50 was 
made payable on November 17, 1997. 
The final dividend of NLG 6.00 per 
common share, less 25% withholding tax, 
will be payable from May 1 1 , 1998. 


Residents of other countries 
For residents of countries other than foe 
United Kingdom with which the 
Netherlands has concluded a Convention 
for the Avoidance of Double Taxation, foe 
rate of withholding tax (if anyj will be 
adjusted upon presentation by foe 
authorized depository of foe necessary 
documents (Form 92. etc). 


retamtHcntaOja 

mown Cafe :3J§CTW 


acquired a 100% state m 


bag acquted a 100% flake in 


baa acquired a 100* sake is 


Common Code :3MS713 
Shown Code : 14469 


1TC 

Industrial Iteineal CoasnJnaE GtnWi 
(Germany) 


HSENBAHNTECHNIK 
HALS SOTADT GmbH 
(Germany) 


KARL GEORG BAHNTECHNIK. QmbH 
(Germany) 


Wc acasd ti the financial advisor b the idler 


Vfe acted as tbe financial advisor id tbe lager 


Vfc acted aa ite floaocial advisor to the bnya 


4> 


TJBEROI CORPORATE FINANCE GmbH 

M a nagin g Director: Alexander Uberoi 


KifmMBe9 

60311 Ptankftam Msifl 
GERMANY 
Phone (449) ««/13 11 274 
Telecopy (+49) 0 £9 / 138117-10 


Aaarfug » St terras sad 
comfinom of tbe Beads, 
notice is baity then 4m 
7® supplementary Bonds have 
been oeaed span excfaaafs 
again Conpong on account of 
payaemofinatwi. 

New tool romml edotoi 
O BOBwWn eiiof: 3004/98 : 

FRFy 12 300000 


Holders of CFcertific&tes will automatic- 
ally receive the dividend via the deposit- 
ory where their shares were deposited on 
April 27. 1 998, after foe dose of trading. 
Holders of K-certificates are to surrender 
coupon No. 50 to.- 

Paying agents in the United Kingdom: 


If no such form Is submitted, withholding 
tax will be deducted at foe rate of 25%. 
United Kingdom tax at the standard rate 
will be deducted, unless daims are accom- 
panied by foe appropriate affidavit forms. 
Information concerning any of the above- 
mentioned documents may be obtained 
from Barclays Global Securities Services 
and Midland Securities Service. 


THE PRINCIPAL PAYING AT3NT 
SOOSIB GENERALS 
fiANCaUBBYSArUBSOOUiG 
11-13, Atom EaS« Renter 
LUXEMBOURG 


Bardays Global Securities Services 
B Angel Court 
Thogmorton Street 
London EC2R 7HTand 
MRfland Securities Service 
Paying Agency Section 
5th Root, Mariner House 
Pepys Street 
London EC3N ADA 


It was also resolved to split Akzo Nobel’s 
common share of NLG 20 into four shares 
of NLG 5 each and to withdrew the K-certi- 
ficates In exchange for CF^certiflcates. 

The stock split, withdrawal, and exchange 
win become effective on July 1. 1998. 
Further details will be published by 
mid-June. 


Arnhem. April 28, 19 98 


Akzo Nobel N.V., Vefoerweg 76. 
6824 BM Arnhem, the Netherlands 






Moody's, the US ratings agency, yesterday said ft was con- 
sidering downgrading debt ratings of Cincinnati Bell after the 
US local telephone company announced plans to spin off Its 
biffing and customer management business to shareholders 
as a separate entity. The new company - to be caned Con- 
verge - win have annual revenues of about $1bn, and take in 
Cincinnati Bee’s Matrtxx Marketing and Cincinnati Bell Infor- 
mation Systems units, as wefl as foe carrier’s minority interest 
in a cellular joint venture - servicing parts of Ohio and Ken- 
tucky - with Chicago-based Ameritech. The long-term debt 
currently carries a Baal rating from Moody’s. 

Nikki Taft, Chicago 
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B . R .gyi W g._ JAP AN ESE GROUP P AYS NZ$1.33bn FOR CONTROLLING STAKE 


iims to expand j n 
3 ss ion a I services 


Kirin buys 45% of Lion Nathan 


US, had expressed inter- 
est in a partial or ftzD acqui- 
sition of the New 7 pa 1 an«t 
hrewer before the Kirin deaL 
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Shares in Lion Nathan fell 
yesterday after Kirin Brew- 
ery. Japan’s largest brewer 
spent NZ5l.3Shn (USSW&ni 
to acquire a controlling 45 
per cent stake in the New 
Zealand-based brewer. 

Kirin said the acquisition 
formed the world’s fourth 
largest brewing alliance. 

Analysts said the deal 
could result in a takeover 
battle as leading brewers. 
Inclu ding Interbrew of Bel- 
gium and Anheuser Busch of 


Kiri n acquired the stake 
through the initial purchase 
of 15.6 per cent held by Doug 
Myers, the company’s chair- 
man, and several directors, 
and bidding in the New Zea- 
land stock market for a far- 
ther 29.4 per cent 
Lion Nathan shares closed 
at NZ$5, down 30 cents from 
Friday's close but 5 cents 
above Monday's Intraday 
low, valuing the company at 


just under NZ$3 bs. Lion 
Nathan accounts for 5.4 per 
cent of the NZSE-40 capital 
index, the market’s main 
gauge, which fell L52 per 
cent to 2287.61 an the day. 

Yasnhlro Sato, president 
of Kirin Brewery, said Kirin 
would consider increasing 
its stake in Lion Nathan, 
possibly to make the com- 
pany a fully-owned subsid- 
iary. but the New Zealand 
side would mainta in man- 
agement control for about 
the next three years. 

Kirin’s move follows 


months of speculation about 
a possible merger or take- 
over of Uon Nathan, which 
has 42 per cent of the Aus- 
tralian market and a 56 per 
cent share in New Zealand. 
The brewer's brea ds inc lude 
Swan, Tooheys, XXXX and 
StgfnJager. 

Mr Myers, whose grandfa- 
ther founded the company, 

had signalled his wish to 
unload most of his stake and 
retire within several years, 
analysts said. 

Under an agreement with 
Kirin, Mr Myers will remain 


as chairman for three years 
and is expected to retain a 
stake worth NZ£250 bl 

On Friday, Uon Nathan 
announced a stranger than 
expected first half, with net 
profits rising 14-5 per cent to 
NZ$83m. 

Lion Nathan is the only 
foreign brewer to be operat- 
ing alone in China via a 
wholly-owned brewery in 
Suzhou - a factor that 
appealed to Kirin, which is 
involved In joint ventures In 
China where it has strong 
distribution networks. 
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Japanese group 
eyes Lion's share 

NZ brewer has a strong position in China, 
write Gwen Robinson and Bethan Hutton 
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he most revealing clue 
to the motives behind 
the acquisition by Kirin 
Brewery. Japan’s oldest and 
largest brewer, of a 45 per 
cent stake in Lion Nathan, 
the New Zealand brewer, ties 
in remarks earlier this year 
by Gordon Cairns, chief 
‘JUWngratfe executive of Lion Nathan. 

Enthusing about the rapid 
rv growth in China's beer con- 

" sumption - which yesterday 

7 ‘ he quantified as **56 per cent 
of the absolute world beer 
volume growth in the last 
five years” - Mr Cairns 
warned there were too many 
'■ -v? international brewers in 

' * •- China. Rationalisation would 

take place, and the only sur- 
vivors would be those to 
form alliances in brewing 
and distribution, he pre- 
dicted. 

Many leading interna- 
tional brewers have entered 
China through joint ven- 
fo|!| fares, including Kirin and 

; L ‘ : 1 Fosters. Lion Nathan’s main 

rival In Australasia. But it 
was Lion Nathan's position 
... as the only foreign brewer 

■ ' - V. with stand-alone operations, 

■ . -- in the form of a large new 

’ brewery, which was the 

main attraction far Kiris. 

Both companies said yes- 
. . . \ -v today that joint expansion 
. in Chinn would be a priority. 
As well as Lion's own plant, 

. it has an 80 per cent interest 
fa a joint-venture brewery in 
Wuxi, while Kirin owns BO 
per cent of Zhuhai Kirin 


President Brewing in Chi- 
na’s Guangdong province. 

It was the perfect mar- 
riage, as one analyst said. 

However, some analysts in 
Tokyo greeted Kirin’s move 
with scepticism. “Kirin is a 
highly domestic company, 
trying to find a way out of 
Japan with little experi- 
ence,” said Tb&hiko Binder, 
senior analyst at HSBC Secu- 
rities in Tokyo. 

Kirin is being squeezed in 
the Japanese beer market, 
which is stagnant or shrink- 
ing. The hrewer is din g in g 
to its title of Japan’s largest 
brewer, but its position has 
been eroded over the past 
decade by the growth of 
Asahi Breweries. Asahi’s 
Super Dry brand recently 
knocked Kirin’s Lager Beer 
from its long-held slot as 
Japan's most popular beer. 

With limited growth pros- 
pects in the domestic mar- 
ket, the battle between Kirin 
and Asahi has been extended 
overseas. Kirin has tie-ups in 
the US and Canada but 
those mature markets offer 
limited opportunities. China, 
on the other hand, has huge 
potential for increasing sales 
of better-quality beer. Kirin 
already has one plant in 
China, but lags behind Asahi 
with its five breweries. 

China is the obvious 
attraction of the Lion 
Nathan stake. The New Zea- 
land brewer has expanded 
rapidly in China since it 



Yasuhiro Sato: two companies wiR form the world's forth togas* brewing affiance 


Reuters 


bought an easting brewery 
in 1995. But it is still trying 
to recoup its A$300m 
(US$1 95m) investment in its 
new Suzhou facility, which 
only began production this 
year. Its China operations 
lost NZ$lL4m (US$6. 4m) in 
the six months to February 
and the company acknowl- 
edged it was talking with 
other brewers about produc- 
ing their brands In China. 

W orldwide, the deal win 
link Kirin, which has 
more than 40 per cent 
of the Japanese beer market, 
with lion’s shares of 42 per 
cent of the Australian mar- 
ket and 56 per cent in New 
Zealand. The Kirin brand 
name win be joined by Lion 
Nathan’s leading brands 
including Castlemaine 
XXXX, Swan, Tooheys. 
StemJager and Lion Red. 
Kirin said yesterday it 


might eventually take a con- 
trolling stake in Lion 
Nathan. But by keeping the 
stake under 50 per cent, 
Kirin would not be obliged 
to incorporate the whole of 
Lion Nathan’s balance sheet 
- including its debts - into 
its own consolidated 
accounts, but could reap the 
benefit of the extra income. 

Erin’s sales and profits 
have been falling steadily. 
Earnings per share have 
almost halved over the past 
three years from Y38 in 1995 
to Y19.6 in 1997. However, 
Kirin has minimal debt and 
a substantial cash pile. The 
Lion Nathan stake should 
cost slightly less than it bad 
planned to spend on buying 
back up to 100m of its own 
shares this year. 

It is doubtful whether the 
two companies will empha- 
sise cross-brand promotion 
in each other’s markets. In 


Japan, the market for 
imported beer was shrink- 
ing, Naomi chi Asano, Kirin 
managing director, said yes- 
terday. But Kirin intended to 
“look at the opportunities" 
for Lion products in Japan 
and Anther afield. 

Lion Nathan's recent 
restructuring programme 
has targeted Australia’s pre- 
mium beer market with a 
plan to introduce up to three 
new pr emium brands by the 
end of next year. Mr Cairns 
said yesterday the company 
might consider introducing 
Kirin beer as a premium 
brand. • 

The alliance’s prospects 
for further expansion in Aus- 
tralasia depend largely an 
Lion’s pursuit of this mar- 
ket, where growth is pre- 
dicted nearly to double in 
the next five years, from a 3 
per cent share of the total 
market 


PLN in 
call for 
higher 
tariffs 

By Sander Thoeoes in Jakarta 


Perns ahan Listrik Negara, 
the state-owned Indonesian 
electricity monopoly, yester- 
day announced a fall-year 
net loss of Rp579bn ($73m) 
and said it would lose at 
least ID times that amount 
in tiie current year unless it 
was allowed to increase its 
rates and renegotiate pay- 
ments to suppliers. 

The Indonesian currency 
crisis, which has seen the 

rupiah fall more than 70 per 
cent against the US dollar, 
means PLN now pays more 
than three times as much for 
electric i ty as it receives from 
customers, according to Dji- 
teng Marsudi. who heads the 
company. 

Mr Djiteng said PLN - 
which buys gas from Arco 
and geothermal energy from 
Unocal, both of the US. as 
well as electricity from sev- 
eral private producers - 
would lose Rp6,000bn this 
year if the rupiah stayed 
below Rp6.000 to the dollar. 
This is optimistic given that 
PLN is baying dollars at tiie 
current exchange rate of 
about Rp 8 , 000 . 

Mr Djiteng said the gov- 
ernment had already put up 
Rpl,250tra to enable PLN to 
pay Arco and Unocal in the 
first three months of this 
year. In February’, be said 
PLN would pay its suppliers 
at Rp2.450 to the dollar this 
year, compared with the cur- 
rent rate, but stiff opposition 
from Arco and others led 
PLN and the government to 
negotiate. 

Mr Djiteng hoped an agree- 
ment with Arco and Unocal 
would be reached within 
weeks, whereas he had only 
just started talking to power 
producers. Kuntoro Mangku- 
subroto, bead of the energy 
and mining ministry which 
oversees PLN. said last week 
he had proposed that PLN 
buy gas from Arco at a rate 
of Rp2,450 for the second 
quarter and at half the going 
rate in the third quarter. 
The difference would be paid 
later, with interest. 

Arco would not comment, 
but analysts said its invest- 
ments in Indonesia and 
plans for a natural gas field 
near Irian Jaya would per- 
suade it to co-operate. 


NEWS DIGEST 


MOBILE PHONES 


Total Access agrees deal 
with banks over debts 

Total Access Communication, one of Thailand’s largest mobile 
telephone network operators, said yesterday its main hank 
creditors had agreed to restructure some of the company's 
debts. The restructuring includes a rollover of a 5200m syndi- 
cated loan originally due for repayment today. Total Access 
previously said that because of the devaluation of the baht, 
which makes foreign-currency-denominated debts more 
expensive, it would be unable to pay back this loan on time. 

Many Thai companies are negotiating with creditors to 
restructure the maturities of their borrowings but have been 
reluctant to convert debt into equity. Negotiations are expec- 
ted to accelerate because of a new bankruptcy law which 
increases pressure on errant debtors and gives creditors 
incentives to lend to struggling companies. 

The deal with about 40 creditors allows Total Access to 
extend repayment of the loan over four to six years in 
exchange for paying a higher interest rate. Although the deal 
staves off default. It is expected to increase the company's 
financing costs by between 50 and 75 basis points, according 
to a report by brokerage 1NG Barings. 

Total Access has nearly SI bn in foreign debts and contin- 
ues to negotiate longer repayment terms for many of those 
debts. The company recorded foreign exchange losses of 
B122bn (5566m) in T997. 

ING Barings expects the company win seek new Investors 
to recapitalise, possibly through a reduction in ownership of 
Total Access by United Communication Industry from Its cur- 
rent holding of 71 per cent. Ted Bardacke, Bangkok 

INTERNET PROVIDERS 

Yahoo! Japan sales up 207% 

Yahoo! Japan, the internet information provider which is a 
subsidiary of Softbank, yesterday announced strong growth in 
sales and profits for the year to March 31 , thanks to a steady 
increase in internet users. 

Yahooi’s sales Jumped 207 per cent to Yl.27bn, while pre- 
tax profit rose 164 per cent to Y 131. 8m and net profit 
increased 169 per cent to Y64.4m. 

Although the demand for personal computers was sluggish 
because of the weakness of the Japanese economy, the inter- 
net advertisement market has continued to expand rapidly, 
the company said. Internet users in Japan rose to 9.7m by 
the end of March, from 7m a year ago. The internet advertise- 
ment market has also developed into a Y6bn ($45. 8m) indus- 
try. much bigger than foe projected Y4bn, according to an 
industry survey. AP-DJ, Tokyo 


CHINA 


CICC optimistic on expansion 

China International Capital Corporation, foe investment bank- 
ing Joint venture between China Construction Bank and Mor- 
gan Stanley Dean Witter, expects to continue its expansion 
despite Asia’s financial crisis, officials said yesterday. 

“Our business will continue to grow and we will see signifi- 
cant development in certain businesses this year,” said Zhou 
Xiaochuan, whose appointment as chairman was announced 
yesterday. Mr Zhou is replacing Wang Qishan, who has been 
appointed executive vice-governor of Guangdong province. 

CICC, the first joint venture investment bank in China, has 
established itself as a significant player in mainland-linked 
equity issues and is active in the Chinese government bond 
markets. Last year, it achieved pre-tax profits of S30m on rev- 
enues of $50m. John Ridding, Hong Kong 
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Provisions hit Indonesia’s banks 


iictximv samv 

fexts Utilities flat 


By Sander Thoenes 


Ar- r 


• -■* <■ 


* . • • • 


»-rJ l- 

<" -i- '•'**- 

- *P“ ' " 


Bank Lippo, Bank Niaga and 
a host of smaller Indonesian 
banks reported a sharp 
increase in provisions for 
bad loans yesterday, but one 
ratings agency said it feared 
that more than half of the 
outstanding loans may turn 
bad this year. 

Bank Lippo, part of the 
Lippo Group, reported a 44 
per cent rise in total interest 
income for 1997 to Rp2,043bn 


($258m>, hut only a 1.4 per 
cent rise in net profit to 
Rpll8.1bn. Provisions 
reached Rp249.1I4bn, up 
from Rpl53.Q23bn last year. 

Bank Niaga. controlled by 
the Bjojohadikusomo family 
which also runs the Tirta- 
inas conglomerate, reported 
a 54 per cent drop in 1997 net 
profit from Rp97.9bn to 
Rp4A6bn, in spite of a rise in 
interest income from 
Rpl ,020bn to Rpl,398bn. 
Much of the drop was 


blamed cm a tripling of pro- 
visions from Rp64_92bn to 
Rp207.1bn. Cumulative pro- 
visioning for loan writeoffs 
was Rp224.9bn, compared 
with Rp8&5hn in 1996. 

M any banks have col- 
lapsed under foreign debt 
and high interest rates and 
are kept afloat only by large 
loans by the central bank, 
which has also guaranteed 
their deposits. 

Pefiado, the Indonesian 
ratings agency, warned last 


week that problem loans 
may account for GO per cent 
of the banking industry's 
total loans by 1999 if the pri- 
vate debt Issue is not 
resolved. 

A sharp rise in interest 
income boosted net profits erf 
Bank Duta from Rp46.463bn 
to Rp50,561bn; provisions 
more than tripled to 
Rpll8J>47bn. Bank Pikko's 
profits for 1997 more than 
doubled from Rp5.3bn to 
RplZ5bn. 
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NESTL£ S-A-, Cham and Vevey (Switzerland) 

The shareholders are hereby invited to the 

131st Ordinary General Meeting of Shareholders 

to be held on Thursday. May 28, 1998, at 3.00 phi 
at the «Pa(ais de Beaulieu* in Lausanne { Switzerland ) 


la 


Agenda 

Annual report, annual financial statements 1997 
of the Company and report of the auditors 


1 b Consolidated financial statements 1 997 of the Group 

and report of the Group auditors 

2 Release of the Board of Directors and of the Management 


Decision on the appropriation of profits resulting from 

the balance sheet of the Company 


r "" 


4 Elections to the Board of Directors 
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The shareholders recorded in the Share Register with voting rights will receive, 
within the next few days, the invitation to the General Meeting, together with a 
reply form to order an admission card or grant a proxy. 

Pursuant to article B89d Of the Swiss Company Law. depositaries (repr^emarrK 
ddpositaires} are requested to notify the Company of *0 number erf shares 
represented by them in due time, but at the latest by May 28 1998. at 2.45 p.m. 
Institution subject to the Swiss Federal Law regarding Banks and 
Savings Banks ofNovember 8. 1934. as well as professional asset managers 
qusfify as depositaries. 

The completeagendawhh the proposals ofthaBMrdof Di r^ ra fe^^din 
the cFeuHfe Officiate Suisse du Commerce* of /^>m 28, 1998 - V^ CornFWs 
-official tJublieation oraan. The 1997 Management Report is available and can be 

In Cham (Share Transfer Office) and Vevey 

(Secretary General), as of April 29. 1998- 

or, reacted » address srny 

General Meeting to the Share Transfer Office of Nestle SA. P.O. Box 380. 
OI^KChamlSwIizerlandl Board of Dimcurs 

pwm and Vevey. April 28. 1998 
Switzerland 
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HSBC AMERICAS, INC. 
{boMrip Bate* «W« Santo, 

nMtvtgRwStriMcdieated 
Ctplta!No<o<fcfeI99p 
For ta face tzoata 386 April. 1998 
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These saoiritias haw not been registered under the Securities Act of 1833 and may not be ottered or sou In the United Stales except 
in aoeatdanoavMi the msalBmu1c6ansBppB G abl » thereto.Tties9 securities having been previously 
sold, this announcement appears as a matter of record only. 



Combined Offering of 
115,000,000 Ordinary Shares 


Joint Global Coordinators 

Goldman Sachs International Istituto Mobiliare ttaliano 


International Ottering 

85,100,000 Ordinary Shares 

TNs portion of the ottering *as ottered ottside elite United States by the undersIgnBd and in the 
United States by ihslrseang agents in private offerings pursuant to Rule 144A under toe Securities Aa of 7SK0. 


Goldman Sachs International 
Credit Suisse First Boston 
ABN AMRO Rothschild 
Morgan Stanley Dean Witter 


SBC Warburg Dillon Read 

Istituto Mobiliare Italiano 


Howard, Weil, Laboulsse, Friedrichs 

Incorporated 


Schroders 


Italian Institutional Offering 

29,900,000 Ordinary Shares 

This portion allha ottering rrasoBend to proteesianal investors in ttaty by toe undetsisped. 

Istituto Mobiliare italiano 

Giubergia Warburg SIM Goldman Sachs International 

C.I.M.O. SIM S.p.A. Credit Suisse First Boston (Italia) Sim S.p JV. 
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MEDIA EMI AND ADVENT INTERNATIONAL BOLSTER FINA NCING AFTER BANKERS CANCEL $835M SYNDICATED LOAN 

HMV Media finds buy-out backing 


By Snon Davies 


EMI, the music group, and 
Advent International, the 
venture capitalist have put 
up more of their own capital 
to finance the buy-out of Dil- 
lons, HMV and Waterstone’s 
after bankers refused to 
back a £500m ($S35m) syndi- 
cated loan, 

Merrill Lynch and SBC 
Warburg cancelled the syn- 
dicated loan to HMV Media, 
which is acquiring the three 
retail businesses, after other 
banks expressed concerns 
over the level of leverage. 
and its b usiness plan. 


HMVs gearing will be sub- 
stantially reduced with the 
agreement to inject a further 
£50m of equity. About half 
the cash will come fro zn EMI 
and Advent, which own 85 
per cent of HMV Media, 
while the remainder will be 
raised from the placement of 
preference shares. 

One US investment banker 
said: "By raising the equity 
account by so much, a lot of 
the other issues have 
become peripheral But the 
real question is: has this 
deal become permanently 
tainted goods?” 

A number of bankers said 


they would still be unwilling 
to bade the transaction, but 
it is expected that Merrill 
and Warburg will be able to 
put together a core under- 
writing group of about half a 
dozen banka 

Under the new structure, 
the so-called term loan ele- 
ment has been reduced by 
£50m to £35Qm, With a fur- 
ther £10Qm to be raised from 
a revolving credit facility. 
HMV Media also launched a 
£200m junk bond issue yes- 
terday, which will repay a 
bridging loan from EML 

EMI and Advent could, 
have Insisted on retaining 


the original financial struc- 
ture. even if Merrill had 
failed to find other backers, 
since the US investment 
bank was legally committed 
to providing the funding. 

However, there would 
have been a risk that the 
junk bond issue might have 
Copped. HMV Media would 
have got a bad reception the 
next time it had attempted 
to raise money through capi- 
tal markets. 

The leveraged loan market 
has exploded this year, with 
mor^ than gsbn of loans 
.expected to close in the first 
half of the year, more than 


double the comparable fig- 
ure for 199?. At the same 
time, the Japanese banks 
have almost entirely with- 
drawn from the syndicated 
loan market, in the wake of 
the Asian crisis. 

Given the growth in fixe 
level of issuance, a nu mber 
of deals have struggled, most 
notably William Hill and 
IPC. But HMV Media is the 
first to have to be substan- 
tially restructured. 

The expected sale of the 
packaging business of the 
Dutch group KNP is expec- 
ted to be the next substan- 
tial leveraged buy-out deal 


EMI’s share price dances to the sound of takeover 

As ta/k of a bid proliferates it is only a matter of time before the music group is sold, says Alice Rawsthom 


I t Illustrates how nervous 
investors feel about EMTs 
future that its shares rose 
yesterday on the news that 
Edgar Bronfman Jr, chief 
executive erf Seagram, long 
mooted as a bidder for the 
UK music group, was flying 
to London. 

The fact that Sir Colin 
Southgate, EMTs Chairman , 
and Simon Duffy, financ e 
director, were on the oppo- 
site side of the Atlantic yes- 
terday did little to dispel the 
bid rumours. Nor did Sea- 
gram’s insistence that Mr 
Bronfman’s trip was a rou- 
tine one to visit the group's 
UK subsidiaries. 

A glance at EMTs share 
price shows why investors 
are so jumpy. Up 9p to 498%p 
yesterday, EMTs shares are 
wen below their 73% peak in 
August 1996 after the demer- 
ger of the Thom rentals 
business. Shareholders who 
bought then have seen their 
investment halve in value 
against the FTSE All -Share 
Index. 

Without a bid. the outlook 
for the shares seems poor. 
Since demerger, analysts 
have steadily downgraded 
their forecasts for EMI to 


EM 

Stae prlcnstooe demerger fan Thorn EM (pence} 

750 L i : 

7t» J 


550 


GOO 

990. 


500 


^5 


WSKfcriu 


450 

400 


4 

0 Li 


1 HaHnscnifratawSJni Uock 
9r Ota Sntfntrt nonuse. 

‘ into and Jkn RUtfi mmufen 




toi 


1906 

ma/KV 


97 


.* -,V: 


reflect sluggish global music 
sales. Asia's instability and 
the impact of the strong 
pound. 

EMI started cutting costs 
last summer. It has shed 200 
jobs in the US, and is now 
restructuring in Europe, but 
it will take time for the bene- 
fits to emerge. Lorna Til- 
bian. media analyst at Pan- 
more Gordon, expects 
pre-tax profits of £3l2m far 
the year to March 31, against 
£380.5m in the previous year. 
A year ago, her 1997-98 fore- 
cast was ElOQm higher, and 
she forecasts modest profits 


of Gwnm for this year, if EMI 
remains Independent. 

Publicly, EMI declines to 
comment on bid rumours. 
Privately, executives admit 
that the company, which 
Includes the world's largest 
music publisher and the 
recording rights to acts, 
including the Beatles and 
Pink Floyd, is up far sale. 

All die other multinational 
music groups - PotyGram, 
Sony, Warns 1 . Universal and 
Bertelsmann - are con- 
trolled by large entertain- 
ment companies. 

The unofficial subtext to 


Thom's demerger was that, 
having died the rental sub- 
sidiary, EMI could be 
auctioned off at a hefty 
price 

Two years ago. Sir Colin 
held merger talks with 
Bertelsmann and Seagram, 
which owns Universal- Both 
companies -reportedly 
baulked at his insistence 
that he and Jim Fifield, 
EMI Music's £7m-a year pres- 
ident, should retain control. 

Sir Colin's position has 
changed. After his appoint- 
ment as chairman of the 
Royal Opera House in Janu- 
ary. he told colleagues that 
he planned to go non-execu- 
tive. EMI's non-executive 
directors vetoed that, and 
blocked Mr Fifleld’s pro- 
posed promotion to group 
chief executive. 

Mr Fifield left this month 
with a £12m pay-off. His 
departure was interpreted as 
a deck-clearing exercise, and 
bid speculation has since 

intensified. 

Seagram is seen as a prime 
contender, not least because 
Universal Music is strong in 
North America, but weak in 
Europe and Aria, making it 
a perfect complement to 


EML Mr Bronfman is under- 
stood to favour a bid, but his 
father, Seagram's chairman, 
and uncle, co-chairman of 
the board, are less enthusias- 
tic. 


clouded by negative public- 
ity in the US over Univer- 
sal’s poor performance in 
film, although, music has 
been more successful. 

EMI executives suspect 
Walt Disney Is a likelier 
suitor. It already has distri- 
bution links with EMI. 

Disney could also cut costs 
by merging its video distri- 
bution operation with EMTs 
music one. This would 
enhance the financial bene- 
fits of the deal at a time 
when the music market is 
sluggish. 

However, Disney may be 
wary of expanding in the 
high profile and controversy- 
prone music industry. "Dis- 
ney's still reeling from the 
fuss when Ellen (the star 
character in one of its ABC 
subsidiary’s TV soles) came 
out as a lesbian," says one 
EMI executive. "And that’s 
nothing compared to the 
trouble some of our bands 
could cause." 


CU buys 
NFU for 
$11 8m 

Commercial Union, the 
composite insurer that is to 
merge with General Acci- 
dent, has acquired National 
Farmers Union, an agricul- 
tural insurer based in the 
midwestem region of the US, 
writes Christopher Adams. 

CU is paying $H8m for the 
company, which provides 
commercial and personal 
cover to rural communities 
across 12 states. The price 
represents a 64 per cent pre- 
mium to NFU's net assets. 

NFU will add £71m in net 
written premiums and £7m 
operating profits to CU’s 
general operations, which 
produced £1.09 bn premium 
income last year. 

Founded in 1945, the com- 
pany employs 265 and is 
likely to be run indepen- 
dently in CU, with Jake 
Krull, its chief executive, 
retaining his role. 


Further Brit Biotech allegations 


By Jonathan Guthrie 


British Biotech, the 
biotechnology company, 
upgraded the status of clini- 
cal trials on the insistence of 
board directors, according to 
Dr Andrew Millar, the sacked 
head of clinical research. 

The news is the latest in a 
series of disclosures by Dr 
Millar, who was fired a week 
ago for allegedly giving con- 
fidential information to third 
parties. He had discussed his 
view that spending plans 
were too heavily predicated 
on the success of two key 
drug trials with Perpetual, 
an important shareholder. 

The Stock Exchange is 
believed to be investigating 
circumstances of share sales 
by British Biotech directors 
as far hack as 1991 Sepa- 
rately, the US Securities and 
Exchange Commission is 
examining whether press 
releases on the blockbuster 
anti-cancer drug marlmastat 
were over-optimistic. 


hi an interview with the 
FT, Dr Millar said that be 
had originally planned that 
Trial 128 on marimastat, the 
blockbuster anti-cancer 
drug, would be a "phase IF 
trial - the second of three 
trials made by any pharma- 
ceuticals company before 
seeking marketing approval. 

But board directors asked 
for the trial, launched in 
June 1996 to he made a final 
phase HI trial, reflecting 
their confidence in the prod- 
uct, Dr Millar said. 

He added that In Novem- 
ber 1994, directors had 
requested that important 
tests of the pancreatitis drug 
Zacutex, originally envis- 
aged as phase n trials, 
should be launched under a 
phase HI banner. The event 
was duly announced in a 
press release. 

British Biotech announced 
yesterday it would give 
shareholders a "detailed 
response” to allegations 
from Dr Millar. This will 



Andrew MBsk feed a week ago 

include a review of the com- 
pany’s approach to strategy, 
a research update and state- 
ment of cash balances at 
April 30. 

It is thought that the cir- 


cular could take up to a 
month to produce. City ana- 
lysts expressed disappoint- 
ment that their concerns 
about the company had still 
not been answered- 


Stagecoach 
launches 
bond for 
113 trains 



By Edward Lace 


Stagecoach, the diversified 
UK transport company, yes- 
terday launched a £368m 
(S625m) bond which will be 
used to purchase 113 new 
trains. The "securitisation 
offering, the first of its type 

far passenger trains, 

is the latest in a series of 
asset-backed bonds to be 
issued by UK companies. 

An asset-backed bond is 
paper based on the collateral 
of future income streams 
such as mortgages, student 
loans, credit card receivables 
or even fflm royalties. In this 
case, the band will be ser- 
viced by the income paid to 
Stagecoach from the lease of 
the trains to rail operatin g 
companies. The coupon on 
the three-tranche bond will 
be paid through a special 
purpose vehicle. 

"This is is the first of what 
we expect to be many simi- 
lar securitisations by the UK 
transport sector,” said Keith 


Rail anting at UBS, joint lead 
manager with SBC Warburg- 
"If you look at the changes 


which will be made to Lon- 
don Underground or the 
needs of other rolling stock 
companies, this is likely to 
be a more common type of 
transaction.” 

The deal - including a 
£11 Om tranche which was 
privately placed with the 
European Investment Bank 
- follows the steep growth in 
the number of asset-backed 
bonds issued by UK borrow- 
ers in the eurobond market. 
The growth in securitisation, 
which recently included the 
sale erf a portion of the UK 
government's student loan 
portfolio to bond investors 

and the finarumg of nu rsing 

home operating costs by a 
private company, has been 
fuelled by the perceived flex- 
ibility of such transactions. 

Borrowers say it gives 
thpm access to longer-term 
funding than bank loans and 
enables them to achieve a 
higher credit rating by rais- 
ing the money through a 
non-recourse - or legally 
separate - vehicle. The larg- 
est two tranches of the 

Stagecoach bond, which both 
have a maturity of 13 years, 
wfll be rated at AA. com- 
pared to an implied credit 
rating of BBB on the .com- 
pany T tgglf 

“This Is not only cheaper 
than raising money from a 
hank but is more transpar- 
ent and provides longer 
maturity,” said Keith Coch- 
rane, Stagecoach finance 
director. "In commercial 
terms it also means we can 
take the risk off our balance 
sheet” Stagecoach wfil use 
the proceeds of yesterday’s 
issue to pay AD Tranz - a 
consortium ini-Tuffing Daim- 
ler and ABB - for the con- 
struction of the rolling 
stock. 

Stagecoach, which also 
issued a bond based an the 
lease income from existing 
rolling stock in 1996, is the 
first of the British rolling 
stock companies to buy new 
passenger trains since priva- 
tisation in 1996. 


INDONESIA FUND LIMITED 

International Depositary Receipts (CDRs) 


Morgan Guaranty Trust Company or New York 
Notice is hereby given itoa: ibe Annual Geocml Meeting of the 
Company will be held on die 11th Floor, -Knightsbridge House, 

197 Knightsbridge. London SW7 IRB on Wednesday 13th May 1998 
commencing at 9.00 am to transact the following business: 

1. To receive the Report and Amounts far the period aided 
3 1st December 1 997 together with the reports of the directors 
and the auditors thereon. 

2- To rc-eicct Mr S Gandokusumo as a director. 

3. To re-elect MrJLDuffieW as a directcm 

4. To appoint the Auditors Erast & Young and to authorise the 
directors to determine their remuneration. 

Voting arrang eme nts far IDR holders 

DDR holders must deliver the IDRs to the Depositary at the latest on 
9 May 1998 at the address given below (attention: Securities 
De partm e n t telephone 508 86 43) instruct the depositary as to the 
manner in which votes should be east, and indicate to whom the DDRs 
should be returned after the. meeting, or 

Instruct EUROCLEAR orCEDEL to block the number of shares for 
which they want to vote and to vote on their behalf 
Copies of the Annual Report of the Company are available from 
Jupiter Asset Management Limited. Knightsbridge House, 

197 Knightsbridge, London SW7 IRB and with the Depositary 
at the address indicated below. 

Depositary. Morgan Guaranty Trust Company of New York 

35 Avenue des Arts, 1040 Brussels 


JPMorgan 
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Buoyant trading 
at Debenhams 


By Peggy Hoffinger 


Debenhams. the department 
store chain demerged earlier 
this year from the Burton 
Group, yesterday reassured 
nervous investors with news 
of buoyant trading and bet- 
ter than expected interim 
profits. 

The group's shares, which 
have underperformed the 
retail sector by 13 per cent 
sineft demerger in January, 
jumped 26-5p to 374p as it 
reported a 16 per cent rise in 
pre-tax profits to £77. lm. 
(8128.8m}. Sales for the 26 
weeks fa February 28 rose by 
7.8 per cent to £770^m. 

Debenhams’ shares turned 
in the market’s third best 
performance and led tbe sec- 
tor with Its 7.6 per cent rise. 

Although the interim prof- 


RESULTS 


its were about £2m ahead of 
expectations full year profit 
forecasts remained unmoved 
at about £l34m. 

Terry Green, chief execu- 
tive, said the group's first set 
of results since demerger 
showed its strategy was 
delivering returns. 

life warned that the out- 
come for the year remained, 
uncertain, with interest rate 
rises expected to affect con- 
sumer spending, but was 
cautiously optimistic^ 

Mr Green also set out the 
group's strategy for growth 
in the UK and abroad, hi an 
attempt to reduce anxieties 
over prospects following 
demerger. He announced 
plans to open six new stores 
in the UK, three franchise 
stores in the Middle East 
and one in Iceland. 


Decaux to sue 
More for £lm 


By Andrew EdgecMfe-Jolmson 


Decaux, the French outdoor 
advertising group, intends to 
sue More Group, its UK rival 
for which it has launched a 
£475m (J793m> bid, for £lm_ 

More vigorously contested 
the claim by Jean-Franpois 
Decaux, the family-owned 
group's chairman and rhfaf 
executive, that one of its 
French employees had circu- 
lated a misleading document 
to discredit Decaux with 
advertisers. 

Roger Parry, More's chief 
executive, said the dispate 
centred merely an some pho- 
tographs which might have 
been mislabelled, and asked 
whether Decaux could .pro- 
duce the alleged document 

Mr Decaux, who confirmed 
that he would issue a civil 


suit in the French courts 
today, said he bad not seen 
the document, but was 
assured that it existed by 
Carat, the Aegis-owned 
media-buying group whose 
name is alleged to have 
been used in the More Group 
document without permis- 
sion. 

Coline McCanvflle. More’s 
development director, said 
the dispute was counter-pro- 
ductive for Decaux, because 
"it is further evidence of 
how competitive these two 
'companies are”. Decaux is 
awaiting hews- from the 
Office of Fair Trading about 

whether it will be allowed to 

takeover Mare. A deal would 
give it about 90 per cent of 
tbe UK street furnhure mar- 
ket 
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Claes Hultman was cate' 
pulled into the limelight in 
1996 when Eurntherm's insti- 
tutional shareholders cam- 
paigned to have him rein- 
stated as chief executive. 

Unfortunately, this story has 
not had a fairy tale ending, 
with the shares underper- 
forming the electrical equip- 
ment sector by more than 40 
per cent before yesterday's 
Siebe bid. At least, the high 
pound Is being blamed, not 
Mr Hultman. Still, Siebe is 

not saving Euro therm's 

blushes out of charity. It is 
exploiting an opportunity to 
pick UP a niche operator just 

as the currency has started to swing back in its favour. The 
use of Slebe’s highly rated paper to tend most of the deal 
highlights the gap between international groups such as 
Siebe and GKN and their more UK-bound brethren. Such 
snapping UP of smaller players still has some way to run. . 

Corporate governance 

The UK is on the brink of having a new “super-code" on 
corporate governance. The stock exchange has just com- 
pleted consultation an the draft code, drawn up by the 
Hampel committee. When companies prepare their 1998 
annual reports, they will probably have to say whether they 
comply with the code and to Justify any divergence. With its 
new hoops for companies to jump through - notably on 
non-executive directors - same have complained that the 
code is too prescriptive and inflexible, particularly far 
smaller companies. If compliance is difficult, so the argu- 
ment goes, it diverts attention from wealth creation. This is 
not the But to take the code In their stride, boards will 
need to be properly informed on corporate governance Issues 
and have access to a quality pool of non-executives. 

Achieving the former will entail directors reading the 
Hampel report, and preferably the Cadbury and Greenbury 
reports too. This is not too much to ask: they amount to 
barely a slim paperback novel between them. It should be 
part of the learning process for directors. 

The need far a growing pool of non-executives is more 
interesting. It shows that the new emphasis is having inde- 
pendent voices on the board. This is leading to novel ideas 
on how companies might tap into each other's talent Such 
cross-fertilisation can only increase boardroom expertise; 
which bodes well for companies’ health. 


British Regional 
to float with 
£100m price-tag 


By Joutban Fort 


Sir Michael Bishop, 
chairman of British Midland, 
is today expected to 
announce -plans to float his 
domestic carrier, British 
Regional Airlines. 

The flotation, -which would 
value British Regional at 
about ElOQm ($lG7m), is the 
latest step in fine restructur- 
ing of Sir Michael's airline 
interests. - 

It will also intensify specu- 
lation about the future of 
British Midland, the UK’s 
second biggest scheduled 
carrier, of which he controls 
60 per cent. SAS, the Scandi- 
navian airline, owns the 
remainder. 


Hitherto, Sir Michael has 
shied away from seeking a 
stock market quotation for 
his airline operations. He 
increased bis shareholding 
in British Regional last year, 
when he purchased the 40 
per cent stake held by SAS 
after demerging Regional 
from British Midland. 

Sir Michael is expected to 
reduce bis stake below 50 
per cent at flotation, raising 
more t han tanm. 

Dresdner Kleinwort Ben- 
son is handling the placing. 


which is expected to take 
place in June. 

British Regional is the 
UK's largest domestic air- 
line, running services on 56 
short haul routes. 

Seventy of the airline’s 
routes are operated under a 
franchise arrangement with 
British Airways which runs 
until 2003. 

This allows British Region- 
al’s aircraft to carry BA liv- 
ery- it also has access to 
BA’s marketing channels. 

British Regional operates 
the remaining 16 routes 
through its subsidiary, Manx 
Airlines. These are princi- 
pally from the Isle of Man to 
the UK and Ireland. 

The business has grown 
rapidly since Sir Michael 
purchased tbe SAS stake, 
partly because BA offered it 
franchises over more routes, 
once the Scandinavian air- 
line was no longer a share- 
holder. 

In the year to 31 December 
1907, British Regional more 
than doubled pre-tax profits 
to £3£m on sales 21 per cent 
higher at £1652m. 

Tbe company is expected 
to raise about £25m of new 
money at flotation to expand 
its 4&stroog fleet 


INDONESIA FUND LIMITED 

To the Holders of Warrants - DDRs 

Tbe warrants w subscribe for ordinary shares of USSO. 1 0 each of 
INDONESIA FUND LIMITED fibe Company”) may be exercised 
from 1 7th April 1998 to 15th May 1998. 

The mention of tbe hoUes of warrants IDRs is drawn to their right to 
require tbe Depositary to exercise rights to subscribe for the Ordinary 
shuts attaching to tbe warrants to which their IDRs relate. Holders of 
warrant IDRs wishing to exercise their subscription rights must 
complete a Notice of Exercise which may be obtained on request from 
tbe Depositary and returned to the Depositary accompanied by 
payment in full of tbe total subscription price in US dollars (pins any 
other applicable dunges) in respect of die Ordinary shares to be 
subscribed not later than 8th May 1998. 

Subscription rights not exercised by 8th May 1998 may be exercised in 
any one of the years 2 999 to 2004 inclusive. 

This notice is given in accordance with tbe terms of the Warrant 
Deposit Agjectnenr between the Company and the Depositary, tt is not 
to be taken as a recommendation to die holders of warrants IDRs to 
exercise their subscription rights or otherwise. 

Depositary: MoipmGimttmyThi« Company of New York 
35 Avenue dor Art*, 1040 Brussels 

JPMorgan 


Sudwestfleutsche 
Lahdesbank Girozentrale 

USS150.000.000 
Subordinated collared 
floating rate notes 2004 

fhtke is hereby grout that 
the notes wiU bear baenat 
at 5.53125% per annum from 
28 April 1998 to 28 October 
1998. Interest payable on 
38 October 1998 wiU amount n 
USmi.lTper £53/0,000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


■ ALLIANCE 

■ LEICESTER 

ttmAIAoBUttlackir 

£13,000,000 

Sobw Jto itadnowtatRw 
Notes doe 1998 
far (he ik month* 2M April, 199 
W 23id October 1498 the Nim M 
cany on hunt* Rote of p 
annum with an rnmnst mount t 
£41,1113) par 11 .1X0.000 Nun 
rajafila on ZJid Comber, 1998. 


Baikal Trim 
CatiMi f. Landau 
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Victoria Griffith on 

the growing number 
of companies that 
offer a pillow as 
part of the package. 


■VH Falling asleep at 
BLU work would be 
■i grounds for dismiss i 
in many companies - at the 
very least it would merit a 
serious black mark. But far 
from discouraging napping 
in the office, some compa- 
nies provide pillows and 
blankets. 

Gould Evans, an architec- 
tural company in Kansas 
City, has set up sleep tents” 
in an empty area of the 
office The official napping 
loft at 42 IS, a consultancy in 
Berkeley, California, is so 
popular that workers have to 
make reservations well in 
advance. Yarde, a metals dis- 
tributor tn Connecticut, h?c 
incorporated a special sleep- 
ing room in designs for its 
new facility. 

Engineers with the Bur- 
lington Santa Fe Railway 
Company In Texas are 
encouraged to nod off when 
they get the chance. A pilot 
programme at the petro- 
chemical group Nova in Can- 
ada is allowing night work- 
os to retire to a reclining 
chair if they feel drowsy. 
And British Airways is 
thinking about adopting a 
capping policy for its pilots 
during long-haul night* 

Even where there is no 
provision, workers can be 
creati v e about squeezing in a 
quick snooze. Bill Anthony, 
a sleep expert at Boston Uni- 
versity, says he has inter- 
viewed people who sleep in 
their car is the company car 
park, in empty offices, or 
even in the toilet 

According to the National 
Sleep Foundation, based in 
Washington, 20 per cent of 
employees who woxk outside 
a nine-to-five schedule regu- 
larly fall asleep at work. 


The pressures of home life 
and work have turned many 
employees into sleep- 
deprived zombies, says the 
foundation, and companies 
are paying the price in 
decreased alertness on the 
job. A Gallup survey last 
year found that 56 per cent 
of working adults experience 
significant drowsiness dur- 
ing the day. 

Sleeping on the job is often 
a safety issue. A 2994 study 
by the Nasa Ames Research 
Centre provided strong evi- 
dence that a 40-mmnte rest 
during the cruise portion of 
a long-distance flight sub- 
stantially improved pilots’ 
alertness. 

“Our workers deal with a 
lot of heavy, dangerous 
equipment," says Ban John- 
ston, Nova’s medical direc- 
tor. “They need to sleep 
when they're feeling 
drowsy." 

Most companies limit , naps 
to 40 minutes, allowing 20 
minutes for workers to doze 
off and 20 minutes to snooze. 
That fails within the guide- 
lines of what is referred to as 
the “power nap". “If you 
‘sleep for more than 20 min- 
utes, yonll Ml into a deeper 
sleep and fed groggy when 
you wake up,” says Mr 
Anthony. 

Instituting power naps at 
companies poses some inter- 
esting logistical problems. 
Should the sleeping areas be 
mixed or single-sex? Should 
workers bring their own pil- 
lows? What do yon do about 



HEALTH MIGRAINE 


Light at the end of 
a darkened room 


Sufferers may find cheaper and better 
treatments thanks to competition among 
drug makers, writes Daniel Green 


Dream jobs a quick nap at work can Improve productivity and safety 


a. colleague who snores? - 
Companies are wondering, 
moreover, what is the best 
way to arouse a sleeping 
worker. Alarm clocks going 
off at odd times would dis- 
turb fellow nappere. 

To resolve the problem, 
some corporations - such as 
Nova - have appointed co- 
workers to wake up napping 
colleagues. Others have 



Pegging out . the ‘steep tents* at Gould Evans, a Kansas architect 


Finns’ levy on 
power imports 
ruled unlawful 


■mi 


ri* 

European 


court 


* > V' Ji 





The European Court of 
Justice bag declared unlaw- 
ful an excise duty which, 
although levied cm domestic 
and imported electricity 
alike, used a different basis 
for calculating duty depend- 
ing on whether the electric- 
ity was domestic or 
imported. 

It ruled in favour of Outo- 
kumpu Oy, a Finnish com- 
pany that challenged a deci- 
sion of the district customs 
office in H elsinki assessing 
duty on electricity imported 
from Sweden in 1995. 

Under Finnish law, 
sources of energy are subject 
to basic and additional duty- 
imported electricity is sub- 
ject to a flat rate of duty 
calculated so as to corre- 
spond to the average rate 
levied on electricity pro- 
duced domestically. 

The customs office decided 
that Outokumpu was liable 
to pay duty on imported 
electricity based on the tax 
table for imports. The com- 
pany appealed against its 
decision an the grounds that 
it breached the Treaty of 
Rome that founded the Euro- 
pean Onion. 

Since the office felt the 
case turned on the interpre- 
tation of the Treaty’s taxa- 
tion provisions and the pro- 
hibition on charges of 
equivalent effect to a cus- 
toms duty, it referred the 
matter to the European 
Court 

The Court first noted that 
the Treaty contains separate 
rules on discriminatory taxa- 
tion and charges of equiva- 
lent effect to customs duties. 
These rules cannot be 
applied simultaneously to 

the same measure. 

Any pecuniary charge, 
however applied, that is 
unilaterally on 
I 00 ™ , ““awe they cross a 
and that is not-a 
customs duty la the strict 
sense, constitutes a charge 

ba ^ equhaiant.rffect to a 
customs duty. 

Such, a^hatge.may act i*? 
80 daMetai** K It Xwro 


part of a general system of 
internal dues applying sys- 
tematically to categories of 
products according to objec- 
tive criteria and without 
regard to origin. In that case, 
the charge fells to be dealt 
with under the taxation pro- 
visions of the Treaty. The 
Court ruled that the Furnish 
duty fitted that category. 

Imported and domestic 
electricity formed part of the 
same tax system and the 
duty was levied by the same 
authorities, whatever the 
origin of the product, under 
procedures governed by gen- 
eral taxation legislation. 

Since both imported and 
domestic electricity were 
subject to a levy, it could not 
be said that the charge was 
imposed by reason of impor- 
tation alone. Thus the elec- 
tricity tax was not to be 
classed as a customs duty, 
hut rather fell under the pro- 
visions concerning internal 
taxation. 

In that regard the Treaty 
did not preclude the rate of 
an internal tax varying 
according to how the elec- 
tricity was produced. 

But it did preclude calcu- 
lating the tax on the 
imported product and that 
on gjraiiar domestic products 
in a different manner on the 
haste of different criteria 
that led, even if only in cer- 
tain cases, to higher taxation 
on the import. 

The Court did not accept 
that, because of the charac- 
teristics of electricity, a fiat 
rate calculated to correspond 
to the average rate levied on 
domestic electricity was the 
only way of treating the 
imported electricity in an 
equitable maimer. 

Practical difficulties did 
not exempt an EU member 
from the prohibition on 
discriminatory internal taxa- 
tion. It was incumbent upon 
the state to abolish discrimi- 
natory internal taxation 
measures where this was tbe 
only way of avoiding direct 
or indirect discrimin- 
ation against imported 
products- . 

C-218196 Outokumpu Oy. 
SCJFC, April 2 1968. 

wt?Tf!K COURT CHAMBERS, 
BRUSSELS 


Watkins 

resigns 

from 

Latinvest 


Richard Watkins has. resigned 
from Latinvest, the Latin 
American stockbroking firm he 
formed with others in 1992. 

His departure follows the 
takeover of Latinvest for $50m 
18 months ago by BBV, the 
Spanish bank, which is or the 
acquisition trafl In Latin 
America. 

Watkins said the departure 
was completely amicable, and 
Indeed was harDy a surprise. 
As group chief executive of 
what is now BBV Latinvest 
over the past 18 months, he 
has overseen its 
reorganisation along product 
lines and its Integration into 
the BBV network. 

He also managed the 
acceptance of BBV by the 
Federal Reserve In the US as 
owner of an investment bank 
under the so-called Section 
20 rule. BBV Latinvest. which 
has expanded from equity into 
debt operations since BBV 


• SCHRODER CAPITAL 
MANAGEMENT has appointed 
Bob Michele head of US fixed 
income. Previously he was a 
managing director and 
portfolio manager at’ 

Btackrock Financial 
Management 

• DAIWA EUROPE has 
announced the appointment 
of Amafia Estenssoro as Latin 
American economist in the 
fixed income eflviston. 
Previously she worked as a 
Latin American economist for 
HSBC James CapeL Odo 
Habeok has joined QAJWA’s 
growing global market debt 
origination team, as senior 
vice-president with 
resporcabiHy for coverage of 
Latin America. Habeck wffl be 
based in New York wife 
Dalwa Securities America, and 
wffl report to Vince Burton, 
managing director and head 
of emerging markets operation 
fn Daiwa Europe. Prior to 
joining Daiwa, Habeck was 
wife Deutsche Morgan 
Grenfell In New York. 

• lain Savflfe, the chief 
executive of CRESTCo, has 
beat elected chairman of the 
EUROPEAN CENTRAL 


adopted noiseless alarms 
that vibrate. 

Companies that have made 
nap time official say their 
experience has been positive. 
“It’s boosted employee alert- 
ness and morale,' 1 says 
Wendy Joel, shift work, con- 
sultant for Nova. “Of course, 
there is bound to be some 
abuse of the system. But 
those workers are in the 
minority.’’ 

Even in organisations that 
have adopted a nap policy, 
many employees still do not 
feel comfortable sleeping on 
the job. Until recently, any- 
one nodding off at the Santa 
Fe Railway would have been 
sacked. 

“It's hard to move from 
that sort of stance to getting 
workers to believe we’re 
actually encouraging it,” 
says Jon Sabo min, a spokes- 
man for the company. 


took over, employs' 125 
people in London and New 
York. 

Watkins, 47, who is a 
non-executive effractor of the 
Morgan Grenfell Latin 
American Companies Trust 
and is on the board of London 
University’s institute of Latin 
American Studies, said he 
wants to get back to what he 
calls “pure investment 
banking”. He started his 
career u^h Kleinwort Benson 
in the late 1970s. Tve have 
had enough administration in 
the past ooupte of years to 
last me a lifetime," he said. 

Two co-founders of the 
outfit, Sarah Lavers and Pierre 
Andr6 Morgue da Algue, left 
last year, leaving only one of 
the original founders there: 
Per-Ame Johansson. 

Stephen FtdTer, London 

Melnuk to 
lead Barrick 

Barrick, North America's 
second-largest gold producer, 
has appointed Paul Melnuk as 
president and chief executive 
officer. 

He wffl assume the 


SECURITIES DEPOSITORIES 
ASSOCIATION . 

I • WATTS BLAKE BEARN E, 
one of fee world's largest 
extractors of high quality ban 
I days, has announced the 
appointment of Gerhard 
Hfflebrand as managing 
c£ rector of its German 
subsidiary, FUchs'sche 
Tongruben (Fuchs-Ton), based 
in Ransbach-Baumbach, 
Westerwatd- HIHebrand. 46, 

who became joint managing 
director of Fuchs-Ton in July 
1997, succeeds Eckart Grail, 
who retires after 34 
years service with fee 
company. 

• The ESTEE LAUDER 
COMPANIES has appointed 
John Demsey, currently senior 
vice-president, sales & 
education, Estee Lauder USA 
& Canada and Donna Karan 
Cosmetics Company, to the 
newly-created position Of 
managing director, MAC 
(Make-Up Art Cosmetics) a 

wholly-owned subsidiary of 
Estee Lauder Companies. 

• ' IMS HEALTH, fee provider 
of information solutions to the 
pharmaceutical and healthcare 
industries, has appointed two 


Kobal Collection 

Just 15 per cent to 20 per 
cent of workers at Gould 
Evans have taken advantage 
of the benefit, although the 
company hopes to encourage 
more of its employees to 
take a nap. Many people still 
view daytime sleep as a 
slothful activity that will 
reflect poorly on them. 

Yet some workers are 
grateful for the chance to lie 
down on the job. 

“I used a nap tent the 
other day, when I wasn't 
feeling that well, but not bad 
enough to go home," says 
Lora Manka, communica- 
tions coordinator for Gould 
Evans. "I think it really 
helps people to get through 
the day.” 

To participate in a survey 
on napping at the office, 
contact the website: wow. 
nappmg.com 


Fi^y Migraine sufferers 
endure both insult 
0m* and injury: people 
who do not get migraines 
think sufferers are exagger- 
ating, and migraine treat- 
I merits do not work very 
well. 

The insults are undes- 
erved. Migraine is the most 
common neurological condi- 
tion in developed countries. 
An estimated 23m 
Americans suffer from the 
recurrent intense headaches, 
often with visual and diges- 
I tive system disturbances, 
that characterise an attack. 
In the UK, about 18m work- 
ing days are lost to migraine 
sufferers a year, according to 
the charity Migraine Action. 
The condition primarily 
affects people of working 
age. 

The injury is becoming 
less painful as a series of 
drugs is launched that, 
for most people, are an 
improvement 

Until the 1990s, migraine 
sufferers tended to take 
painkillers and lie down in a 
darkened room. 

That often did little to stop 
the burning headaches, hal- 
lucinations and vomiting. 
The alternative was 
ergota mine- based treat- 
ments. which needed 
increasing doses to have an 
effect and could be addictive. 

Then came the first of a 
class of drugs called trip- 
tans. These tty to attack the 
causes of migraine rather 
than the symptoms. 

Migraine seems to be 
caused by a contraction and 
subsequent dilation of blood 
vessels in the brain, trig- 
gered and maintained by a 
problem with a central part 
of the brain called the tri- 
geminal nucleus. 

Although the precise 
mechanism behind the con- 
traction and dilation is not 
well understood, there is a 
dear link with a brain chem- 
ical called serotonin, the 
level of which is low for 
many migraine sufferers. 



PEOPLE ON THE MOVE 


1 executive duties of Peter 
Murrk, who wffl remain as 
chairman and continue to be 
involved In the corporation’s 
overall strategy and direction. 
Munk intends to devote more 
time to TrizecHahn, Ws office 
and ratal property group. 
Melnuk was previously 
president and chief executive 
of Clark USA, fee petroleum 
refiner and marketer, which he 
turned around to achieve 
record operational results in 
1997. 

Canada-based Barrick scud 
that under Melnuk, Clark USA 
achieved strong growth, 
contorted administrative costs 
and developed a highly 
motivated entrepreneurial 
culture among fee workforce. 

Melnuk has worked wife 
Munk for more than a decade, 
Including serving as chief 
executive of Munk’s Horsham 
and then at Clark USA, in 
which Mink's TrizecHahn 
owned an Interest until last 
year. 

Melnuk assumes his duties 
amid a slump in gold prices 
that has hit producers hand. 
While Metnuk has no mining 
experience, the new chief 
executive said he brings 


strong leadership abffltias to 
Barrick. 

His mandate is to continue 
the company's prudent 
financial approach and 
aggressive operational drive. 
Barrick recently reported that 
first quarter earnings rose to 
US$75m, in part because of 
its aggressive forward hedging 
programme. 

Scott Morrison, Toronto 

Rothschild 
recruits 
from Chase 

NM Rothschild & Sons has 
poached two senior 
investment bankers from 
Chase Manhattan, the US 
bank, boosting the UK 
investment bank’s minfrig 
sector advisory business. 

In a move that highlights 
Chase's need to bulk) or 
acquire an equities research 
and underwriting business, 

Jim Griffin and Kurt Oehberg 
have resigned as senior 
executives at Chase Securities 
to join Rothschild's natural 
resources team as managing 
directors. 


MOVING PLACES 


new directors. Robert F resell 
becomes chief Information 
officer and Per Trien becomes 
vice-president, global strategic 
planning. Both directors wilt 
be based in London at IMS 
Health's global and European 
headquarters. Troien joins 
from Wrarmaca-Upjohn while 
Frosefl joined IMS last 
September as director of 
operations from Burger King, 
part of Grand Metropolitan, 
now Diageo. 

• FINANCIAL TIMES 
MANAGEMENT has appointed 
a managing director for 
Financial Times Management, 
Asia. Richard Kemp will be 
based In Kuala Lumpur, 
Malaysia. He was previously 
sales director at Heinemann 
ELT. 

• Richard Thompson he® 
jotted BRITISH AEROSPACE 
AIRBUS as commercial 
director, based in fee Airbus 
Mffltaqr Company to Toulouse, 
Franca. Thompson, who we® 
formerly marketing director at 
Westinghouse Signals in 
Chippenham, Wiltshire, 
replaces Andy Lewis who has 
been appointed director sales 
support for tha Euroflghter 


consortium, based at British 
Aerospace Military Aircraft in 
Warton, Lancashire. 

• GROUPS BULL has 
appointed David Levy 
president/chief executive of Its 
market leading smart cards & 
terminals division. He replaces 
Ghislatt Lescuyer, who now 
leads Bull's integration 
services division. Until 
December Levy was chief 
operating officer of Gem PI us 
in charge of jsroducts. 

• COLLEGE HILL 
UNDERWRITERS have 
announced feat Harold 
Livesey has been made 
deputy chairman whilst 
Andrew Ray becomes 
managing director. 

• BANK OF AMERICA has 
appointed Stanislas Popow 
country manager for Poland 
and chairman of the board of 
Bank of America (Fofefcaj in 
Warsaw. Popow joins Bank of 
America from Bankers Trust in 
Warsaw where he has been 
head of fee bank's office 
since 1991. He succeeds 
Daniel Wood, who set up the 
bank's represe n tative office in 
Warsaw In 1996. 

• London-based 


Triptans are “serotonin re- 
uptake inhibitors". They 
increase serotonin levels by 
slowing absorption of the 
cbemicaL 

The first of these drugs 
was Inrigran (generic name 
sumatriptan, sold under dif- 
ferent brands worldwide: 
I mitres in the VS and leaf- 
grane in France). 

hnigran was launched in 
the early 1990s and after a 
slow start is bringing in 
Si bn a year for its inventor, 
Glaxo Wellcome, the phar- 
maceuticals group. 

It is available in nasal 
spray and Injection form too, 
which speed the drug's 
onset. For those for whom 
migraines lead to vomiting 
or "gastric stasis" in which 


Patients and even 
doctors face a 
potentially 
confusing array 
of treatments 


digestion stops, it may be 
the only way to take the 
drug. 

But Imigran has had side- 
effects for some, including 
variations in blood pressure, 
tempting some sufferers to 
stop taking the drug. Others 
complained of a migraine 
hoars after taking the drug, 
leading to the perception 
that all Imigran did was 
postpone an attack. Nor does 
it cross easily from the 
bloodstream into the brain, 
so while it has an effect on 
blood vessels, ft cannot have 
a strong effect on the trigem- 
inal nucleus. 

Glaxo has launched its sec- 
ond triptan (naratriptan). 
sold as Naramig, which lasts 
longer in the body. 

Bat Glaxo no longer has 
the field to itself. UK rival 
Zeneca has launched Zomig 
(zolmitriptan). The company 


Griffin heeded Chase 
Securities’ global mining 
group and Oehberg was a 
managing director specialising 
to mergere and acquisitions to 
the mining industry. They said 
there were two main reasons 
for fee move: the strength of 
Rothschilds' natural resources 
teem and the weakness 
j of Chase’s equity capabfl- 
rties. 

“Rothschild has all fee total 
advisory package and with 
mining, having a strong equity 
capability is very important” 
said Griffin. 

In recent months Chase has 
approached at least four 
potential merger partners In 
an attempt to build a bulge 
bracket investment banking 
business. They have Included 
Credit Suisse, the Swiss bank 
which owns Investment bank 
CSFB, and two leading US 
investment banks - 
J.P. Morgan and Goldman 
Sachs. 

Chase has already made 
strides in most of the main 
investment banking product 
areas, but executives concede 
their need to buikl or acquire 
equities research and 
underwriting capabilities. 


MEZZANINE MANAGEMENT, 
one of Europe’s largest 
mezzanine funding providers, 
has appointed Steffen 
Lehmann managing director of 
its Frankfurt office. Lehmann, 
37, was previously manager of 
the venture capital group 31 in 
Frankfurt, with responsibility 
for most of Germany, Austria 
and Switzerland. 

• SEAGATE SOFTWARE, a 
provider of network and 
storage management solutions 
for Microsoft Windows NT 
Server and Windows NT 
Workstation, has announced 
the appointment of Michael 
Sotnlck as director of sales 
and marketing, Europe, 

Middle East and Africa for the 
Network and Storage 
Management Group. Sotnick 
was previously responsible for 
North American distribution, 
reseller and corporate sales 
based to Orlando, Florida, 

USA. 

• RUDER FINN has 
announced feat Paul McDade 
wffl join the agency as 
executive vice-president of 
Ruder Finn's health care 
tftvtrion, a new position at the 
agency, McDade » leaving 


claims a faster onset, with 
about 40 per cent of sufferers 
responding after 1 hour and 
64 per cent after 2 hours. 

Also coming on to the 
market is Maxalt (rizatrip- 
tan) from US company 
Merck, which received its 
first European approval In 
the Netherlands this year. 
Maxalt also claims a rapid 
onset 

As if that were not 
enough, at least two more 
drugs may be launched in 
the next two years: eletrip- 
tan from US company Pfizer, 
and a drug code-numbered 
VMLr-251, being developed by 
UK biotechnology company 
Vanguard Medica. If VML- 
251 gets to market, it is 
likely to be sold by Smith- 
Kline Beecham, another UK 
pharmaceuticals company. 

That leaves patients and 
even doctors tilth a poten- 
tially confusing array of 
treatments, and both groups 
likely to be the target 
of heavyweight drug 
marketing. 

Migraine Action says 
patients will have to try dif- 
ferent drugs to see which 
works for them; doctors are 
likely to leave them on treat- 
ments that work without 
even trying new drugs. 

Side-effects also vary 
widely between individuals. 

Finally, there arc also dif- 
ferences in effectiveness 
between the drugs depend- 
ing on whether the migraine 
attack has started in earnest 
or whether the sufferer has 
noticed the early signs and 
taken the drug at once. 

So patients face a labori- 
ous process to find the best 
treatments. Some of them, 
according to Migraine 
Action, go back to the pre- 
triptan treatments because 
they are not convinced the 
new drugs work for them. 

One piece of good news is 
that competition between 
triptan suppliers is cutting 
prices. Imigran is more 
expensive than Zomig and 
Naramig. according to 
Migraine Action. 

That, at least, may encour- 
age doctors to test-prescribe 
different drugs to fry to find 
the best for each patient 


Griffin and Oehlberg are 
best known on Wall Street far 
advising on a number of deals 
I in the coal industry. They have 
worked for companies such 
as British Petroleum, WR 
Grace, Mobil and togersoll 
Rand. 

WiBlam Lewis, New York 

Shaw to join 
HSBC Holdings 

David Shaw, a senior 
corporate partner with the 
Norton Rose law firm in Hong 
Kong, is to join HSBC ■ 
Holdings as an adviser to fee 
board. 

Shaw has worked closely 
wife the HSBC group as a 
legal adviser for more than 20 
years, but his new role will 
enable him to advise more 
broadly on strategic and 
structural issues and on 
specific projects. 

The position stands outside 
fee bank's day-to-day 
management hierarchy. But he 
wffl also serve on fee group 
executive committee and 
will chair fee group's 
investment banking audit 
committee. 


. Edelman PR Worldwide, 
where he has been a senior 
vice-president In fee health 
1 care group. 

• TOSHIBA has appointed 
Mark Peachey to the new role 
of commodity products 
manager, European 
distribution sales. Peachey will 
manage Toshiba's European 
commodity semiconductor 
distribution business wife 
responsibility to oversee 
Toshiba’s support for this 
group of customers. 

• Brian Friedman has been 
promoted to global leader of 
Arthur Andersen’s Human 
Capital Services practice 
which employs 1500 people 
worldwide. Friedman, who is 
president of the United 
Kingdom Society of Share 
Scheme Practitioners, will 
continue to be based in 
London. 

• CHASE MANHATTAN 
BANK has appointed 
Frederick Ma managing 
director and Asia area 
executive of its Private Bank. 
Ma, most recently managing 
director of Kumagai Group 
(HK), will assume the new 
post fn June. 
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Prices fall on fears of rising rates 


GOVERNMBOT BONDS 


By Simon Davies fa London 
and John Anthers fa How Yortc 


Prices moved sharply lower 
yesterday, reflecting grow- 
ing fears of a deteriorating 
interest rate environment in 
the US and Europe. 

Investors were concerned 
that the core European mar- 
kets may see interest rate 
increases after evidence of 
increased economic activity 
but the wain driver for the 
markets was dramatically 
weakening sentiment in the 
US. 

Pears that the Federal 
Reserve could again be plan- 
ning to tighten interest rates 
to damp strong US economic 
growth led to heavy selling 
of US TREASURIES on Wall 
Street yesterday. 


By midday, the benchmark 
30-year Treasury had slipped 
18, to yield more than 6 per 
cent for the first time in 
more than a month. Declin- 
ing prices were registered 
across the yield curve, with 
the two-year bond down £ at 
99" to yield 5.68 per cent. 

A report in yesterday's 
Wall Street Journal that the 
Fed's open markets commit- 
tee, which sets monetary 
policy, had decided to adopt 
a bias towards tightening at 
its meeting at the end of last 
month, was the main cause 
for the sharp turn in senti- 
ment 

This strengthened the 
belief, which was already In 
evidence at the end of last 
week, that a monetary tight- 
ening could be imminent 
Traders were also unnerved 
by the fact that the Fed’s 


Toyota returns 
with $lbn offer 


By Edward Luce 


Toyota Motors Credit Carp, 
the Twain funding vehicle for 
the Japanese car company, 
launched its first interna- 
tional bond for almost a year 
in a $lbn offering. 

The five-year bond, which 
Is expected to be priced at a 
spread of 32 basis points 
over the “when-issued" US 
Treasury, was preceded by a 
short roadshow in Europe to 
reassure TMCCs traditional 
investor base about the com- 
pany's financial stren gth- 
The AAA-rated company 
last came to the market in 
mld-1997 with a 10-year $lbn 
transaction. That deal is 
now trading at a spread of 
more than 40 basis points in 
the secondary market 
“The borrower felt condi- 
tions were right for a return 
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deliberations appeared to 
have leaked. 

This was exacerbated by 
data from the National Asso- 
ciation of Realtors, which 
showed sales of existing 
homes had hit a record rate 
in March. 

Sales rose 2.5 per cedt dur- 
ing the month, when ana- 
lysts had expected a decline. 
This was treated as farther 
evidence that the Fed might 
think economic activity in 
the US was growing too 
quickly. 

Several Important data 
releases are due later this 
week that bear on the 
strength of the US economy. 
Particular attention will 
focus on Thursday's publica- 
tion of provisional estimates 
for GDP growth In the first 
quarter, and for the employ- 
ment cost index, which has 


INTERNATIONAL CAPI TAL MARKETS 
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long been monitored by the 
Fed as a signal of inflation* 
ary pressure. 

The slump on Wall Street 
accelerated declines on Euro- 
pean markets. The Italian 
and UK markets were mar- 
ginally weaker than Ger- 
many's. but European mar- 
kets fell across the board. 

GERMAN BUNDS settled 
0.82 lower at 10&41 on signif- 
icantly increased volumes, 
as hopes of further interest 
rate cuts both in Europe and 
the US evaporated. 

The market had moved 
weaker long before Wall 
Street opened, as investors 
grew nervous about .the 
weekend's state election 
results, where Chancellor 
Helmut Kohl fared badly. 

David Brown, European 
economist at Bear Steams, 
said; “With a Bundesbank 


council meeting looming 
again on Thursday, we think 
*never say never again* is an 
appropriate catch-phrase for 
the markets over the risk of 
near-term German rate re- 
armament." 

UK GILTS ignored last 
week's evidence that the UK 
at least is less likely to face 
further interest rate rises. 
The June contract settled % 
lower at 107£, having beat a 
whole point down at one 
stage. 

The sell-off spread along 
the yield curve. And the 
10-year yield spread against 
bunds widened by too basis 
points to 99 points. 

ITALIAN BTPs also 
slumped, although, unlike 
the domestic equity market, 
they fell in Vme with Ger- 
many. The June contract set- 
tled aso down at 11003 . 


By Raymond CoBtt hi Caracas 


Slovenia 
plans issue for 
euro investors 


New international bond issues 


Amount Coqgoa Mm 
m. % 


Maturfe ft* 
% 


■ US DOLLARS 


to the market** said an offi- 
cial at Credit Suisse First 
Boston, joint lead with Mer- 
rill Lynch and JJ. Morgan. 
The official noted strong 
demand from Asiit 

CAISSE CENTRA LE DU 
CREDIT IMMOBELIER DE 
FRANCE, the country's larg- 
est housing finance com- 
pany. will today issue a 
Elbn bond targeted at Euro- 
pean money managers. 

The three-year floating- 
rate bond, which will have a 
“punitive put" option after 
one year and thereafter 
every three months. Is con- 
sidered the first significant 
euro-denominated transac- 
tion to be targeted purely at 
such investors. The put 
option is described as puni- 
tive because it would be 
redeemed at a sub-Libor 
rate. 

“Money managers obvi- 
ously cannot invest in paper 
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with a maturity of longer 
than one year so this is spe- 
cifically tailored for them,’* 
said an official at CSFB, lead 
manager. 


FINLAND is to issue its 
debut euro-denominated 
band in the next two weeks 
according to treasury offi- 
cials in London yesterday for 


the roadshow. Unlike other 
sovereign euro issues, the 
bond is part of the Finnish 
government’s domestic issu- 
ance programme. 


Venezuela is returning to 
the capital markets with a 
project finance deal that 
could set a benchmark for 
the til-rich nation and mark 
a resurgence in regional 
project lending. 

A joint venture led by 
Peqtdven, the petrochemical 
subsidiary of state-owned 
petrol company PDVSA. yes- 
terday announced an ?8lOm 
finance package for a fertil- 
iser complex In north- 
eastern Venezuela. 

The includes a $ 250 m 
issue of SEC Rule 144a bonds 
maturing in 2020 and a syn- 
dicated loan for the remain- 
ing $560m. Pequiven said. 
Citibank, NationsBank and 
Mediocrfcdito Central e are 
sy ndicating the loan and pla- 
cing the issue. 

The bonds were rated 
Baa3, BBB, and BBB by 
Moody’s. Duff & Phelps and 
Fitch EBCA, respectively, 
Pequiven said. 

The other companies mak- 
ing up the FertiMtro joint- 
venture are Koch Nitrogen 
of the US, Snamprogetti of 
Italy, and Venezuelan food 
and beverage concern Polar. 

The deal comes after the 
Asian crisis put a damper on , 
project finance deals in 
Latin America, which began 
to flourish in early 1997. : 

The annnnwrg'mpnt comes I 
as PDVSA was scheduled to | 
begin a roadshow in Europe 
and the US yesterday to pro- 
mote a $ibn bond issue It 
was forced to reduce expen- 
diture by more than $800m 
earlier this year, following a 
shortfall in the government’s 
oil revenue. 

Fitch EBCA in November 
rated PDVSA doflar-denomi- 
nated «»n<nr unsecured obli- 
gations at BBB, four notches 
above Venezuela's long-term 
sovereign rating of BB-. 


By KevfaDoae 
and Vlrgfaia Ntasb 


Slovenia, the highest rated 
of any of the former commu- 
nist countries of central and 
east Europe, is pioneering 
new ground for the region. It 
plans to issue a Ecu40to- 
EcuSOOm eurobond in the 
second half of May aimed at 
I investors in the new euro 
currency. 

The bond wm be launched 
1 in Ecus for a minimum of 
Ecu400m. but will be trans- 
formed, Into euros with the 
first interest payments being 
wyirift in the new European 
currency due to be launched 
in January next year. 

The issue will have a 
maturity of seven years and 
will be lead-managed by 
J.P. Morgan and Banque 
Paribas. Investor presenta- 
tions in Paris, Milan, London 
and probably Frankfort will 
take place in mid-May. 

The issue could be fol- 
lowed later this year by the 
launch of a J200m-S300m 
Yankee bond to US inves- 
tors, which would complete 
Slovenia's planned borrow- 
ing this year in the Interna- 
tional capital markets. 

According to western 
bankers in Ljubljana, Slo- 
venia is seeking to establish 
a benchmark bond in euros 
to tap the large new Investor 
base that will be created by 
the new currency. 

It win be the first country 
from central and east 
Europe to launch a euro- 
denominated eurobond and 
the first of the five central 
European candidates for 
membership of the European 
Union to make such a move. 

Slovenia, which gained 
independence in 1991 with 
the collapse of Yugoslavia, is 


the moat prosperous country 
to have emerged from east 
Europe. Its per capita gross 
domestic product Is similar 
to EU countries such as For* 
tugal and Greece and began 
negotiations on EU member- 
ship in Brussels last week. 

It is the only country from 
the region with investment 
grade ratings from aU the 
leading International agen- 
cies. The country is rated 
Single A with a stable out- 
look by Standard St Poor’s 
and A- and A3 (the equiva- 
lent of A-> by Pitch IBCA 
and Moody's, respectively. 

A western banker in Lju- 
bljana said the eurobond 
was “a strategic transaction 
for Slovenia to introduce 
itself to a pan-European 
investor base. The country is 
in the D-Mark zone with the 
tolar [the Slovenian cur- 
rency] more or less pegged 
to the German currency.'' 

Slovenia is planning to use 
proceeds Irom the Issue to 
refinance the more expen- 
sive US dollar denominated 
Series 1 bonds it issued in 
1996 as part of the settlement 
of its share of the debt of 
former Yugoslavia to the 
London Club of commercial 
banks. They will also help 
finance the public sector 
budget deficit, which is fore- 
cast at some 1 per emit of 
GDP this year. 

Slovenia mode its debut in 
the international bond mar- 
ket in 1996 with a $325m 
issue made at a spread of 58 
basis points over US Trea- 
suries. which is now trading 
at a spread of around 70. 

This was followed by a 
DM4G0m eurobond last year. 
Last month it also agreed a 
DM 150m three-year revolv- 
ing credit facility from a syn- 
dicate of 12 banks. 


BOND FUTURES AND OPTIONS 

France 


INTERNATIONAL BONDS 


■ ECS BOB raiUHES tHKTri BX1OQS0D 


■ Honomt mam bow hjiubb imaur msoojoo 

Open San price Ctenga Htfi Low EtL nL Opes tt. 
JIB 10159 10269 -0.68 10104 10269 5778 87709 

Sep 10387 10263 -078 10387 102.48 1,802 573 


Open Sattpon Oauge Mpb 

10100 10270 -060 10366 


US CORPORATE BONDS 


■ LONG TQM FHEKCH BOND OPIUMS (MATT) 


Strtee 

(to 

Mte 

- CALLS — 
JUH 

Sep 

to 

— POTS — 
ten 

sap 

MS 

1X3 

1X9 

1X8 

OJB 

006 

055 

103 

0X7 

1X6 

1X0 

0X7 

025 

OXG 

104 

517 

0M5 

077 

0X6 

064 

1X1 

105 

tt(E 

0X5 

027 

121 

1X1 

1XB 


ESL ML krt CM T7.ua Ml Mn . Platan afs «W *. Qb B3.TI5 FM 75JS5 . 


Germany 

■ iwnaua6BBiWBinann«B(iiTyoM2506ooioooBofioo» 

Open SeSpnce Change tfigh Lm Est Ml Open int 
Jen 10765 10723 +0.04 10727 10069 58151 1GS9B4 

Sep 10663 10065 +063 10063 10862 05 1517 


■ BUD WlBBOPnOIBIUTg IW250600 paws cl 100% 


SMte 

Prion 

ten 

JU 

CALLS - 
Aug 

Sep 

Jon 

Jol 

pore — 
AW 

to 

10600 

0l72 

079 

0X6 

1X9 

0X1 

066 

0X3 

0 x 6 

10050 

043 

052 

072 

0X4 

052 

089 

1X9 

121 

10700 

022 

0X3 

0X1 

064 

0X1 

120 

1X8 

1 x 1 


ESL Ml W3I, Crti 29531 Mi 21602. Plata MrirtlLCIk 154594 Ml 1KBH 


Apr tt 

tad 

■to 

CWpd 

SAP 

ftdteU 

BU 

pdn 

■ imumes ; 





PKBefl 

07102 

725 

AA- 

104X141 

OTTal 

08/25 

7.00 

A+ 

99X233 

CHS 

05/08 

500 

088 

1104098 

■ mucus 


. - 



GECC 

05/07 

575 

AM 

1172158 

Bsc Ora 

08/02 

725 

A+ 

TB3.6888 

us tow 

0WJ7 

7X0 888+ 

105X576 

■ nournALS 





WMXTecb 

04/99 

625 

BBB 

100X857 

Wl Mai 

D5ffl2 

575 

M 

1022487 

OayuiHud 

(»Z1 

570 

B88+ 

131X354 

■ AGBCCB 





RtMC 

D4/D7 

7.14 

WA 

107.7983 

SIMA 

03/00 

7X0 

M/A 

1010298 

RMA 

02nB 

695 

N/A 

1305839 

FPW 

06106 

596 

WA 

1101985 

■Junu 





Stem CM 

txum 

9X8 

B 

102.1250 

«sn 

i2An 

613 

BB- 

1055000 

Paratta 

OHM 

10.75 

B- 

103X000 

NT rfrtrf Stated » FWS raw- IHb 

■ee+aau 

a tart. 


Um 

Erf wt Open ML 

mx6 

400 6X69 


ows 

Mfift 

Spnl 

BU 

to 

to 

r 

ytad 

* 

yM Gone 

513 

-001 

4001 

+090 

7X0 

-0X2 

+0X2 

+1.14 

556 

-0X2 

+003 

+090 

623 

-0X1 

+0X3 

+057 

624 

-0X2 

4001 

*0X1 

552 

-0X2 

+0X3 

+006 

614 

-002 

-0X5 

+1X2 

611 

-001 

-0X1 

+045 

6X1 

-002 

-0X3 

+0X7 



- p ,• ,• 

1 . 

6X0 

-001 

+004 

+034 

525 

-0X2 

— 

+017 

623 

-003 

+0X2 

+029 

5X2 

-6XZ 

■4002 

+02B 

■*• ■ 





+.. _ 

»•: ' - 


0X0 

- 

_ 

- 

0X0 

- 

- 

■ - 

0X0 

- 

- 

- 


ttefr m»» sum 
M SOP OH 8U edge teg* * 

Mr w rat Wrtrt Mft* 1**0 m a*» 

.. ’ ■ '•! 

88 02707 5750 AM 1046600 &03 +0.10 +014 .DID 

Spite 0MJ7 5.750 . M 104.0700 5.15 +011 +0.16 +0.17 

map MonH (BOM 5875 A lOl.lOOO 5.13 +007 +0.12 +0.45 

Fttanf FW OWE 3870 M 1006268 468 +064 +013 -030 


MteyNK 
CimI Fonder 
3CFRW 
■ mttiiA 
BB 

ttDqrN8 

WdtDbney 
BB HH 

juwr*V 

SB 

DresdBsr BK 


01AM 5600 AM 1014200 

ISAM 6600 M 105.4700 

OHM 9.123 A 1107700 

12AJ1 1025 AA- 998288 


480 40.07 
489 +004. 
110 +088 
429 4065 


+0.13 4060 

+610 +6.17 

+0.10 4038 

♦0.13 


02AJ7 7600 MA 1115500 

02/02 6800 M 1066000 

0600 8825 A 1078500 

0301 5856 AM 1061188 


116 4068 
488 4068 
481 +060 

4.53 +0.10 


*006 4064 

4067 +0.14 

*069 +082 
4021 -0.10 


lUMTHnta 


■ WTWIBL BBaHAII BUM) tBOBt) HI1BBE8 gHB) DM250600 100«B <1 100% 

Open Settpnce (tenge Mgh Low Est ni Open W. 
Juc 10482 10488 -023 10488 104.63 106602 244,194 


US INTEREST RATES 


Pitas nto ■. 
Mer tenafir. 

FelliMi 

RxUnmataer 


Otapntt. 
8i* Iteo aorti , 
7i» Vneamdi 
5*z Shmooft » 
- Oneiear — 


Treasury B8s and Bond YMda 

• Two par 

itnejier 

5.12 Rrep* 

561 ifrjw 

547 30^nr 


fMNy MHW 
BB 

mum 
(Mac 
OBcarp FTW 

Barer L-Bk 
Toronto 
MCmda 
OeutKtaBnvi 

WnU Caste 
Spate 

Cred Fonder 
Ur FW 


12/07 7825 AM 109.7951 

12/07 7.750 AA- 1076593 

03AQ 7835 At 1016867 

02/02 7713 M 9&S754 


523 +aii 
6.72 4011 
6.99 4613 
6.15 *0.12 


- *620 
-064 +0.75 
-612 +083 

-0.10 -0.17 


OUST 7250 AM 1078100 

06® 7.125 AA- 1046339 

01/07 7600 At 103.7556 

02AM 5734 A+ 908942 




515 t069 
053 +0.11 
5*3 +0.11 
596 +0.11 


+068 +088 
♦067 +0.76 
- . +086 
+069 4020 


08AM 9800 AM 1198804 

05AM 5500 AM- 114.1334 

am 10.625 A* 1058456 

OWE 5875 AM 1012042 

'if&Sjk :■%'* i-T-ViVi '-t" . ■ 

03AE 5250 AM 1155434 

(BAB 5.750 M 1188000 

08AB 4.760 A 1137581 

07/99 0.711 M 1008017 


573 +064 
568 +066 
582 +0.03 

586 +064 


j-- 

-001 +015 
4002 +0-10 

40.09 4090 

*067 +067 


081 -062 
084 -0.92 
1.41 -062 
0 is -a 03 


-021 *016 
-019 +0.19 
-020 +086 
-014 -010 


Btated 4 Art rate JL ritete tewl rartw riutenWIwtert tart. 


■ MglWWAL ^MAH BOBL FOTIBES gJFFQ- DM250600 IQOtW ol 100% 

Open Sec price Ctenge Htfi Law Est wl Open int 
Jui 10463 - 0 784 

Srt 104.00 0 0 

Italy 

■ IgmOAAi. ITAUJW 60VT. BOP (Hiq mTBaES (UffQ- Lira 200m IQOflg at 100% 

Open Salt price Ctanpi Low Erf. ml Open W. 

Jua 11573 11583 -062 11889 11883 19652 122230 

Sep 11930 -002 0 9802 


UK BONDS 


FTSE Actuaries Govt Securities 


■ HAUAJI GOVT. BOND (BTP) HIURK OTOQK OJR^ UnfiQftP Ktttaol 100K 


Strike 

Price 

Jn 

M 

Jn 

- POTS 

tel 

11800 

040 

1X1 

046 

050 

11850 

027 

073 

074 

072 

non 

013 

091 

1.10 

1X0 


Pita todtas 

Hon 

Befit 

Fri 

UK era 

Apr 27 

donge % 

Apr 24 

1 Up to 5 ream (18/ 

120X5 

-014 

12022 

2 5-15 ynere COT 

16129 

-082 

19131 

3 Owr 15 yean (5) 

20Z.72 

-1X1 

204.79 

4 teerieanaMaa (4) 

253X4 

-1.99 

258X2 

5 Afl docks (47) 

155X7 

-098 

15525 

tertm Mart 




6 Up b 6 yean (2) - 

17539 

-16X3 

215.19 

7 Oaer 5 yen (10) 

224.49 

-028 

22512 

8 Al docks (12) 

22142 

-027 

22502 


Accroed ad arf. 


-Urn coupon jtM — 


UK Indices 


i coupon jMd- 




Apr 27 

Apr 24 

ft- ago 

Apr 2? 

Mr 24 

ft. ego 

Apr 27 

547 

5 yra 

605 

5X7 

7X6 

615 

606 

7.42 

616 

560 

15 jn 

5X7 

578 

7J5 

5X9 

579 

7.77 

5519 

1X9 

20 ya 

5X7 

528 

7X1 

5X6 

578 

7X0 

5X9 

221 

InvLt 

5X9 

5X8 

7X3 





2X6 











— 1 

tofin 

6% — 


— UMfen 10 % — 



Uit 

h 

i. 


Kn 


oft ’ irCi 


Lr. '* ~ .^£1 

; .L mtrn if* 
.*>• ^ 
r,J, K 

■ r r 1 -^* 


■ IT 1 


.j-’ 4fcy «d 
- 






■ :vr '*•**►. 
j ta* .a# 

■mm. ■«.— irt 
-y“_. L'PWi- -- 
a- 


4 Mdte v. 

n, 


V n 

'■ •: • 


'-mmM -0-'.-^aj - . +;w * » - 




■ * «:;*r 

»f. - «<-.**•• >+04'' 

■'■**+— 'w' 



Apr 27 Apr 24 Yr. ago 


Up to 5 

U Omr 5 yn 


578 2.74 381 
283 280 164 


186 182 285 
282 289 143 


• 1 OR 


Awpi rt»tate irttew ri ta n i te am, cw Ortn La* BHW>! I 


1 m-»wx MpK 1f% ral ow. T FM pAL m Mr B Ota. 


Eft Ml Ml CBS 19Q Ml 1781. Prawn* d*l 1ft, cut 81733 Mi 


% mmoMAL ttwraa bomb nngegpcQ 

opai Sett price Change U» Erf ml Oprt H. 

Jib 10880 10513 -0.78 10882 10510 121,786 01084 


FT fixed Interest indees 

M 27 AirM Apr 23 Apra Apr 21 Tuga BgT 1 or 

BoA Sees. (OR) 10427 10561 10470 104.70 10527 9163 10500 0381 


O FTSE Ww rt te rt Ufl late. M Itar mini * kr iota i 
canrihODB 142.7S (17AHABJ. Ion 5051 {0901/78. Brti lift ( 


UK GILTS PRICES 


r Ah- 27 Apr a M23 »22 Apr2l Tragp Wf Lar* 1 "V - 

•31 Rrtd total 14184 14188 14186 14184 142^10 11561 142.79 11532 | J ! * W 1 * hf ^ WF "*E 


■ HOTCTAL 5 YBM EMJ Hnawg (LfFQ £100600 1008a nl 100% 

Open Seoprict Cdenge Mgh Low Erf Ml Open int 
Jen 102.91 10384 *015 10365 10281 395 9864 

Sap 10489 *015 0 0 

■ WmOKAL BK 65T F8T0BE5 (LFF9* £30600 32mfa of 100% 

Open Sou price Ctenge Um Erf ed Open at 

Jue 105-14 10526 +000 10520 108-11 68614 246066 

Spp 10594 +025 0 3 


— AM— 

H tad PrteaE- 


-11996 — 
ft- Hpk la 


-W4- 
hom n nd 


• • -1996- 
MwE+ft- Wgn um 


— Weil-. . less _ 

O) PI RIME +er- Mgh la 


Start/* 5fairt to RtaYMri 

Tnei4%>cU8et* uo 7.Ull«d 

TKtel5>gpc , BB4— 1489 595 1034 

EfttaUpenn — HAS 595 1021, 

Tests B*a* 199Bft 533 tffl 101U 

TnaHtoRanW- - MBA 

E*a 15^1 DBS — „ 1U0 583 mti 

TMiioijperan mi2 &o hr 

lm 6pe 199993 US td Wi 

(tewl6>rtclBn 573 565 MBA 


Tew1lJa*200M 

— USD IIS lira iepc 2004 i 

-i 10 ® TOM Fnfeg5>29C taaS-*_ 

— lOifi MJ21, COM B>tPC 2004 

— 10ft HUB Tmn«rfc2004# — 

— - V Mtt Geer ftpc 2605 

t 5 iow iwa BtfKPjocans — t 
-A 10% iMV Tira I 2 >apc HEB-5_ 

-A 99* BBH Trnx&hfKZXm 

-A nsB i05& era Wipe a»- — * 

TtwTbPC 


■ Lfflttl GfiJ RTfUBES OFTUB ILRU ES0800 640 b of ION 


Tw6pe2OO20»l 
TrtB 11 to 2083-7 


Strike 

Price 

to 

- CALLS 

JM 

to 

- um 

Jun 

106 

0-37 

0X0 

0-03 

0*26 

109 

(WO 

0-27 

M2 

0-57 

1(0 

0 

0X9 

1-30 

1*39 


Tiraftpeam — 4 524 


Erf Hi net era 61 M MI S295 FHrtW dajTl qai ML Crti KJH Ml 90868 

US 

■ US THEASBV BUD fflUSS S100.M0 32ndi nl 100K 



Open 

ito 

Ctenge 

to 

to 

Erf wl 

Open W. 

Jun 

12511 

119-11 

-1-00 

120-12 

119-27 

337X97 

679X99 

tap 

119-16 

119-02 

-1-00 

119-18 

119-20 

4X17 

94X97 

Dec 

' 

119-24 

“ 

- 

- 

416 

30342 

Japan 

■ KOTMMAL LOW 1BUI JAPMESE GOUT. BOHD FUTURES (UT9 VI 00m lOOfesodOOK 


Open 

One 

Ctonoe 

to 

to 

Erf Ml 

am tot 

Jun 

13675 

130X2 


13682 

13662 

1759 

R& 

Sop 

13070 

13577 


13a75 

130JO 

85 

ra 


CawfipefeSOS 
Tmiapcaoo. 

TtaiMpc 1996-1 
Tn« Spc 3000(4 
Tirana Mi am 

Tim IQpcSOOl - a« 

Om 9>»c20(Mtt — i 574 

OiwSIukSOOI -I- 889 

Tirade 2001 » 684 

Ert Upe 1989-2 4 IIS 

Cool UK 3X2 i 683 

teas 7pc 2002# 579 


554 IQft 
652 KMA 

552 lift 
640 10DU 
637 103Q 
- l«ffi 
522 10ft 
64S IQffi 
644 109fi 
625102AM 
594 1637, 
517 USA 
514 IBS,', 


-k KBB 
■k 105A 
-4 IMg 
-A 1024 
■* i«A 

— unit 
-A MSB 
-A UBA 
-ft noA 
-A iKA 

— UMfl 

-a nan 
-* KBH 


RMtentotaTtaft 

Cum 312 CC 2002 4 

lira Write 2002 

to 9pC2002 — £ 

CW94ipc2003tt 4 

TiratetJOdW 

lira Eirfcaxo - 

tmjiWh* 2000 - 3 -4 
Tira10pc2B03 


&« 5.10 1110 
660 519 U3ft 
■571 E30 11QU 
547 61B115AM 

730 006 iee& 
534 587 102JJ 

1167 660 lift 
851 610 1 17*4 


. taa7>rtc2U7tt 

UH> 1toa13bpc200M_4 

1«J. 

ns* Tiraapeams 

1 «« Tiw 6 ^ic 20 iait 

10313 Caw Me U: 2011 ft — 

10 ft OrateeJOlltt 

ipsa Kw5ijpea»-q2tt_ 
HBU Tna«7V]lc2012-1SJ|_ 

KBA 

161A OraRMtohW 
oratec 2 m»$ 

11211 Dan8pe2D15» 

WU TimB4riB2BW 

to 13*2013-17 4 

Tirateeioatt— — 

. Tiraepeaos 

111 

112 % itedtota 
109B C—tedpc — 1 . 

113B l»ft (ran ftpett 

10 ® CmairtCViAB. 

Hft Ira^eW 
JMiS Craouftpc 

11 ® Tnmt Wr]«: 


1016 ' 642 
63B 511 
176 489 
503 885 

648 587 

786 084 
532 681 
083 089 
789 080 
780 585 
181 582 
6* 686 
780 623 
159 517 
782 587 

681 692 
984 517 
780 S83 
584 593 
507 581 
784 593 
887 684 
60S 587 
60S 687 


1U& -A 
lift -fl 
92A HI 


lift -h 

-h 

lift 


raa -A 
us* -a 


1141 113 

17ft 117R 
9ft BOA 
lift 11® 

io® tons 
12ft lift 

ia 


■H a UMM W 

fttate t 

(Taj) 

2%€’8ffl piq 

— (1368| 


1254 -H 
110A -2 


1W. 
1260 U2U 
111JS 107H 
1124 iBfi 
W7I* -TOSH 
123fi 121R 
lift 115 

111 m 
m wit 

ia« 12IA 
m 11 ft 

104>a DBA 

i»a 1244 

W4 1254 
9® 9M 
118U lift 


111*4 ft 
10® -H 
122H -*I 

T17H 

um -a 

13ft -U 
12® -4 

11® -fl 

iota -a 

127Q -1% 

«ft -14 
m -a 

1104 -14 


iJaett gun 

ftpcH- (748) 

2»jteH 4K9 

aijpelB— — (91fl 

ZfzpeTO 034 

(17.71 

iltft Ht* --435.1) 


U7 vn 1914 
570 110 H7JJ 

282 105 18ft 

2.73 283 \m 

290 284 21iy 

VO- 284 1B2A 

283 293 201U 

283 291 1684 
281 280 162R 
283 290 ITBlf 
281 287 190ft 

278 284 1464 


-A Wb isM 


-A I960 1MH 
-A I93H 19214 

-4 raft i 2 *h 

-A 7124 206H 
ft WS»* 1874 
-A an to® 
-S 169)3. ion 
ft 1841, 175* 


Wl- 


ft ITOfl |70A 
ft 1634 Mft 
ft 14® 140J) 


W fora to praira Mra an rat tt Wmb» 8 mra Srto 
^tedliiMliraetertMBirtirfirtaliqMBWtiioohftiirti 
1907. BMMtatatar 1845 m tor team ?9B7. ISLSmbitatfa 


ta hgm 1987: 15B8 «M far Itarf 


'■< i'N'I 


&£4 584 
BAS 585 
099 586 
743 581 
629 583 
577 572 


13® -14 11® 
1234 -1A 12® 
132H +1J| 13® 
KJ1H -111 163A 
VO& -U 12® 
10® -1)1 1Q6A 


O&er fixed toterest 

n® 

TOR 

IS8 H 

12T« 25 

'ft Altai Do* Ktapcam 
Bimiitfczoiz 




— VH_ 

M tad PriEBt+ar* 


wgb Lta 


- un um ton ihu ■ apt m oim iotw tern* ra*a dm- 


• -TV tadL tt itaten 
HfflC Otatadfi tan to* 


to E13RH riariq) IMta. 


idn. E AbObi tort, u Ei *kwu. aorite itoMtaw n 1 
jhtetapta 


777 626 131B 131B «« 

78S 65814fed Ufllj |4ft 

54' - 143*j __ 144b Mil; 

039 5S 55 W 

618 - 47 47 44 

7ft -14 77jl 724 ItaitorarllbpcTBIV. U5 170 13ft ZZ 13ft 13ft 

-A 4M 444 Itottoto.spcv 341 153 80 08 K 

4 ft -A 434 30A ftataterasteLan. - ui 172 s itsh ir% 

414 ft 4® Jft ftpel2M* - iai IBSta 16ft 15U 

k imira ra to imM rf tera Itotoa ra MtaUMd iMtotatote rate <n ctostodM Of 


523 

- 6ft 

-Iti 

BA 

flA UmpnlstaschM.. 

59 


182 

' 5ft 

-T^ 

BDQ 

SSA UX3PC20A5 

69 


US 

' ?& 

-A* 

77& 

72& ltarixwiibpcjBco. 

US 

170 

940 

9X7 

508 

- 

- 4ft 

- 4IA 

i 

4W 

S 3 

4ft luraspcv 

3ft IMIltoARLBEI. 
3ft ftpel2«* 

341 

553 

3X1 

191 





h 

r' * 





\\ 


4 







mu-*« 


i 

• - i_ 


»venia 

ms ‘ 



ro investor, 


** 






j '-l fc. -Tl " f.".: 
'» - 4 - « . ,l • 

• ■i vr. ! •; 

1-1-;- V : 

K-ai'i.* v 
s-v V ■ ■ 


h.- t’. * •• r -j- 

V ;■,> 

< 1.: :■ 


‘ '• * v ■ •' ’ 

, Tv. .* i :• ■ 


■ tva- : : .s --V. ■••• 


"'6 


... . ^ 


. > 


'■•i - 1 


3 


V '■VC. ‘ 




IfnaTKWAi BiWDS 


4*J« 






■■4 


a* 

-A.-*; 


MT.. . , 2 • 

jg'.--Ay y^ 


V 


« 

‘to** 







L* ttaV ' 







£■ * fc 


FINANCIAL TIMES TUESDAY APRIL 28 1998 


hnanciajl times survey 


27 


Tuesday April 28 1998 


INVESTING IN INDIA 


Having escaped the fury of Asia’s 
financial crises, India has much to 
do to escape the claws of economic 
stagnation. Krishna Guha reports 

The patient needs 
more treatment 


On his first day in the job as 
India's new finance minie»o r 
Yashwant Sinha observed 
“all is not well with the 
Indian economy." 

His comment is timely. 
India escaped the full fury of 
the Asian financial crisis but 
it is to increasing danger of 
slipping bach into a 
quagmire of economic 
stagnation. 

The country's growth rate 
- above 7 per cent for the 
previous three years - fell to 
just 5 per cent In the finan- 
cial year to March 31. Some 
economists are predicting a 
further decline this year. 
More bullish forecasts 
depend on a good harvest 
boosting agricultural output 

Meanwhile, falling reve- 
nues from taxes and asset 
sales pushed the fiscal defi- 
cit up to 6 per cent of gross 
domestic product compared 
with a budget target of 4.5 
par cent 

Significantly, however, 
few economists are calling 
for spendin g cuts. There is a 
new consensus that the fell 
in growth must be reversed 
first. 

“Growth is crucial." says 
Vikram Gandhi, president of 
Morgan Stanley India, 
adding that it would only 
come through “pump-prim- 
ing the economy”. 

The extent of India’s slow- 
down caught observers by 
surprise. Last year saw a 
number of false dawns - a 
tax-cutting budget, cuts in 
Interest rates, rising rural 
Incomes, and in public 
sector pay which many ana- 
lysts thought would boost 
demand. But growth did not 
pick up, suggesting that the 
downturn is more structural 


than cyclical in nature. 

“Public and private invest- 
ment has not recovered after 
dipping in 1996," says Raja 
Cbelliah. chairman of India's 
National Institute of Public 
Finance and Policy. “The 
impulses which run an econ- 
omy at a fast pace are miss- 
ing.” 

One explanation is a 
reduction in government 
investment in infrastructure. 
Government capital expendi- 
ture fell from almost 65 per 
cent of GDP in the financial 
year 1991 to less than 4 per 
cent in 1997, according to 
Caspian Securities. 

Falling public investment 
may have discouraged pri- 
vate investment. A study by 
HSBC Batlivala and Karani 
suggests that the two forms 
of investment have a strong 
historic correlation in India, 
where private companies tra- 
ditionally invest In anticipa- 
tion of government con- 
tracts. 

Many economists now 
argue that it was a mistake 
to reduce public investment 
They say the new govern- 
ment should concentrate on 
improving the quality of 
spending rather than try to 
cut the deficit at all costs. 

International Institutions 
estimate that India spends 14 
per cent of (HIP on explicit 
and implicit subsidies. The 
vast public sector is a huge 
drain on funds; excluding 
the profitable oil and gas 
companies it has a negative 
return on capital 

India's new government - 
led by the Hindu nationalist 
Bharatiya Janata party - 
has promised to reexamine 
public spending, target sub- 
sidies more carefully, and 


push with disinvest- 

ment as part of a strategy of 
“restructuring the public 
sector”. 

But the most prominent 
feature of its economic pol- 
icy is a pledge to kickstaxt 
the economy by spending 
more on infrastructure and 
clearing private sector power 
projects. 

The problem is that re- 
organising spending may 
take a long time. In the 
meanwhile, economists fear 
that the BJP-led coalition 
may relax its grip cm the fis- 
cal deficit 

This would be damaging 
In a country where there Is 
always political pressure for 
more spending. The former 
United Front government 
for all its mixed record, was 
relatively hawkish on the 
deficit and tackled the 
thorny issue of oil price 
reform. 

India cannot afford to bor- 
row more. Interest costs 
already take up a quarter of 
government spending, and 
the pr o portion is rising. 

S-S.Tarapore, farmer dep- 
uty governor of the Reserve 
Bank of India, says: "The 
much talked -about internal 
debt trap has finally 
arrived.” As India's growth 
rate fells below the real cost 
of funds, the government’s 
ability to service its debts 
diminishes. The debt trap is 
a big long-term worry. 

- In the short term India 
pays for its fiscal deficit in 
the farm of high real interest 
rates. This is an alternative 

- not inc ompatib le - expla- 
nation for low private sector 
investment 

“High real interest rates 
are the major problem for 









the Indian economy.” says 
Suijit Bhalla. president of 
Oxus Research and Invest- 
ment On paper India’s real 
interest rate is 8 per cent, 
but most companies barrow 
at real interest rates of 10 to 
12 per cent 

High real interest rates are 
compounded by inefficient 
intermediation. Here India’s 
redent track record is quite 
good - market reforms, in 
particular, have brought effi- 
ciency gains - bur much 
work remains to be done. 

Poor exports compound 
the downward pressure on 
growth from {idling invest- 
ment in the domestic econ- 
omy. India's exports 
increased by only 2.4 per 
cent in dollar terms in the 
first U months of the last 
financial year, compared 
with growth rates of more 
than 20 per cent in the mid- 
1990s. 




The country’s share of 
world trade - less than 2 per 
cent - is still lower than it 
was as an ex-colony in 1950. 

Mr Bhalla says the rupee - 
which fell about 10 per cent 
last year against the dollar - 
is overvalued. Others fear 
the advantages of a cheaper 
rupee would be outweighed 
by the cost of imports, par- 
ticularly oil, and of foreign 
commedcal borrowings. But 
all agree that poor infra- 
structure is the fundamental 
impediment to trade. 

Foreign investment banks 
expect the rupee to decline 
by a further 10 per cent this 
year. None, though, foresee 
an Asian-style currency cri- 
sis. India has foreign cur- 
rency assets of about $25bn, 
compared with portfolio 
investment of between $7bn 
and $8bn and $7bn of short 
term deposits by non-resi- 
dent Indians. 


Low public investment, 
high real interest rates and 
poor exports help explain 
the cries of pain from corpo- 
rate India. But they only 
give half the story. 

Indian industry is also fac- 
ing unprecedented competi- 
tion following deregulation 
and tariff cuts, aggravated 
by a crisis of overcapacity. 
The result is enormous pres- 
sure on margins as globally 
competitive plants set up 
after 1991 drive a whole gen- 
eration of inefficient facili- 
ties out of business. 

While sectors such as com- 
puter software continue to 
boom, losers outnumber win- 
nos and there is little incen- 
tive to invest 

The BJP, unlike its prede- 
cessor in government, has a 
clear agenda to promote the 
interests of Indian industry. 
Hence the slogans of “swade- 
shi” (self-reliance), “micro- 


-reacMtMjltfM 


chips yes, potato chips no”, 
and “internal liberalisation 
before external liberalisa- 
tion". 

This should not be dis- 
missed out of hand. Recent 
research suggests that the 
benefits of reform have so 
far gone entirely to the 
Indian consumer. Industry 
has experienced rising input 
costs, a loss of pricing 
power, and continued med- 
dling from bureaucrats. Mr 
Sinha 's promise to “do away 
with all the internal uneces- 
sary controls that exist for 
Indian entrepreneurs" is 
wholly welcome. 

Shekhar Datta. former 
president of Greaves, the 
industrial company, says 
Indian industry needs 
reform of local state taxes. 
lower duties on imported 
raw materials, labour reform 
and cheaper power if it is to 
compete on a level playing 


field with multinationals. 

But the new government 
can ill afford to raise tariffs 
if it wishes to grow trade. 
Economists are justifiably 
alarmed at the intention to 
"discourage foreign direct 
investment in non-core 
areas.” India requires more 
foreign investment, not less, 
if growth is to recover to 7 
per cent 

There are any number of 
objections to this policy. 
India needs investment in 
labour-intensive industries 
to generate jobs. It needs 
new entrants to compete 
with incumbent multination- 
als. It needs a food process- 
ing Industry to improve agri- 
cultural productivity, [t 
needs foreign investment in 
consumer goods to boost 
exports. Above all, however, 
India needs competition 
from global companies to 
improve productivity and 
quality of investment. This 
link between competition 
and growth is not recognised 
in government policy to 
date. 

“India showed how you 
could increase the savings 
rate and not grow fester." 
says Mr Bhalla. “Growth 
comes through increasing 
productivity, not through 
increasing the quantity of 
savings and investments.” 

Hie irony is that private 
sector productivity is 
increasing fast today as com- 
panies restructure to com- 
pete with the best in the 
world-The odds are that the 
government, Influenced by 
senior civil servants and dis- 
ciplined by the market, will 
stick to token gestures of 
protection which will do 
little harm and may restore 
industrial confidence. 

But wild rhetoric is itself 
very damaging. And if the 
BJP was to chart a new cor- 
poratist path, India's 
long-term prospects would 
dim . The downside risk Is 
not a crash but a return to 
the much-derided “Hindu 
rate of growth" - a tragedy 
for a country which has one- 
quarter of the world’s poor 
population. 

"A 4 per cent or 3 per cent 
rate of growth would be a 
shame and a failure,” says 
Mr Cheliiah. “It would give 
us no chance of eradicating 
poverty." 
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II INVESTING IN INDIA 


INTERVIEW WITH THE FINANCE MINISTER 



will 


balance • • • 


Y ash want Sinha, a former senior 
bureaucrat, is a comparatively new 
member of the Bharatiya Janata party 
that leads India's coalition 
government. The 51-year-old has 
assumed the finance ministry portfolio 
for the second time. He held the post 
during the seven-month 
Chandrashekhar government of 
1990-91, but the administration fell 
before Mr Sinha was able to present his 
budget The new minis ter has promised 
to deliver a full budget by late May or 
early June. He spoke to Mark 
Nicholson in Delhi about the budget 
plana and the shape of government 
economic policy. The following are 
extracts from the interview. 


Q: What will be the chief thrusts of 
your forthcoming budget? 

A: There are some problem areas and 
we will have to tackle them. One is to 
look bar a better balance between 
revenue and expenditure in the 
government's budget There will be an 
em phasis on the reduction of two kinds 
of deficit, the first is the revenue deficit 
and the second is the fiscal deficit I 
shall try do my best on this front - in 
other words, try to recapture the 
macro-balances in the budget 

The second is at the same time to 
take steps to arrest the slowdown in 
our economy by encouraging the 
private sector - which includes the 
foreign sector - to take up large 
projects and also ensure that we take 
up some of these projects In the public 
sector. Which man ns step up 
investment in the core areas of the 
economy and the infrastructure sector. 

The third priority area... is to cany 
on the work to step up our exports, 
which have not done very well in the 
past year. 

There is a need to streamline 
government expenditure - we are 
probably spreading our expenditure too 
thinly over a very large area, over a 


very large number of prqjects. I intend 
to have a very dose look at that in 
order to ensure that the expenditure is 
really targeted not only for the purpose 
but also the people that it is meant. 


Your government has matte many 
spending promises, bat yon have 
already inherited a fiscal deficit of 6 
per cent of GDP. Are yon more 
inclined to increase spending to 
kicks tart the economy than to keep 
the deficit down? 

I am committed to kickstarting the 
economy, but at the same time I am 
committed to ensuring stability in 
prices. So I will have to see how best I 
can balance expenditure with control 
of infiatinn it will be a fine balancing 
act 


How do you intend meeting your 
commitment to increase investment on 
in frastructu re? 

We have a number of projects In the 
private sector which have been held op 
for some little dearance here or there, 
especially in the power sector. We 
propose to expedite these clearances. 
The second area is that we have a shelf 
of schemes. My effort will be to see 
that whatever is ready to take off is 
given the green si gnal, in many cases 
it is possible to arrive at financial 
closures on the basis of funding outside 
the budget - it is not necessary for me 
to provide for them in the budget, even 
if these projects are in the public 
sector. 

Third will be some earmarking of 
expenditure in the budget for certain 
activities which cannot go for market 
borrowing at this time. And fourth will 
be the area of rural infrastructure, 
where I want to give a real push, and 
for which there will be no paucity of 
funds. We have a good shelf of 
schemes. 


Yon have a target for Rs50bn in pnblic 


sector disinvestment for the next fiscal 
year. Might yon be tempted to Increase 
that? Will yon revive some of the 
global depository receipt offerings 
which were either polled or deferred 
last year? 

No. our experience has not been very 
encouraging on that front But I 
propose to start action very early in 
the year on this front Still, I'm not 
sure well be able to increase the 
target 

Much depends on the situation in the 
international markets. If the volatility 
is reduced and markets become more 
stable and we can go into the markets 
profitably, we plan to do that We wfl] 
continue with the present policy 
[towards international equity 
offerings]. 


Do yon intend liberalising the 
state-dominated Insurance sector? 

We have said from time to time that we 
are in favour of opening t he Ind ia n 
insurance sector to the Indian private 
sector. We are not yet ready to open it 
to the global players. That continues to 
be our policy. 


On exports, what is your diagnosis far 
their recent weakness? 

There are external as well as internal 
reasons. There has been a slowdown in 
our economy, which has influenced 
exports and influenced imports. The 
second is that we have to do much 
more by way of encouraging exports by 
simplifying our very complicated 
procedures. On the external front, 
world trade has slowed down, there has 
been volatility in the east Asian 
economies. AH that has impacted India. 


What will be your currency policy? 
Some in your party have suggested the 
rupee should appreciate. 

The only statement I can make on this 
Is that we are for orderly conditions in 


the currency market. We would not 
like to have conditions where there is a 
run on our currency. The rupee is 
exposed to market conditions and the 
Reserve Bank of India is concerned 
only with orderly conditions. That 
policy will continue. 


What is your message for foreign 
Investors? 

That we are as normal human beings 
as any other. We are not out of same 
other planet We are not Hindu 
nationalists as newspapers in the west 
tend to describe us. And we believe in 
the continuity erf government policies. 
We are committed to economic 
reforms. We win carry forward the 
process of internal liberalisation much 
faster. 

We have said that we win have to 
calibrate external liberalisation to 
ensure that the Indian economy is not 
thrown out of gear. We are ready to 
welcome foreign investment in a very 
big way in sectors which we fed It has 
a major role to play. We don't have any 
negative feelings about it. 

At the same time, there are domestic 
concerns from which we cannot turn 
away, and that is increasing our rate of 
domestic saving, creating increased 
employment o p po rt u nities for our 
unemployed youth, and providings 
better quality of life to oar rural 
people. 

These are some erf the concerns we 
would not like to ignore at any cost 
While we globalise, liberalise and 
encourage all kinds of economic 
activity, we would like the state to play 
a strong and effective role in 
ameliorating the conditions of the 
people. And that is where I think our 
policies will be markedly different from 
the policies of the two previous 
regimes. It is our fe eling that in our 
anxiety to carry the economic reforms 
process, we somewhere down the line 
lost the human to uch. 
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RESTRUCTURING CORPORATE INDIA • by Krishna Guha 


M&A* by Krishna Guha 


A painful revolution is gathering pace 


Pressures of 
foreign investors 
lead family 
groups to review 
strategy 


Focus is the new buzzword 
in Indian business. It is the 
guiding principle of a painful 
corporate revolution as 
India's sprawling family-run 
conglomerates attempt to 
transform themselves into 
competitive businesses, with 
mixed enthusiasm and suc- 


cess. 

This change - driven by 
assertive foreign investors 
and unprecedented competi- 
tion - is gathering pace fol- 
lowing tariff cuts, deregu- 
lation and the new threat of 
hostile takeover. It is not 
irreversible, and could yet be 
smothered by a heavy dose 
of protectionism. 

But, if followed through, it 
will amount to nothing less 
than a total refashioning of 
the corporate India which 
emerged from five decades of 
the “licence raj". 

SJD.Kulkami, chairman of 


the Larsen and Toubro con- 
struction group, says: 
“Under the old system you 
were not given the licences 
needed to expand in your 
core area, so In order to 
grow you had to diversify. 
Liberalisation has given free- 
dom to expand in your area 
of core competence and 
much greater opportunities 
to do so." 

Today the "promoters" 
(founding shareholders) who 
control most of India's 
private sector rampantes are 
learning to recite the 
mantras of shareholder 
value. 

“We plan to exit industries 
where we are not dominant 
or cannot add value for 
shareholders,” says Kumar 
Mangalam Birla, chairman 
of India's second-biggest 
corporate family, the Aditya 
Birla group. “In the next five 
years you could see us 
getting out of some 
industries.” 

The main beneficiaries of 
this desire to re-evaluate 
core activities to date have 
been management 
consultants rather than 


shareholders. Almost all 
India's big conglomerates 
have engaged teams of 
management consultants, 
including the country's 
biggest corporate family, the 
Talas. 

The Tata group of more 
than 40 companies spanning 
software, tea, cars, watches, 
radio, power, hotels, cement 
steel, chemicals and 
telecoms, hired McKinsey to. 
draw up a new strategic 
blueprint 

Ratan Tata, chairman of 
Tata Sons, has begun to 
implement some changes, 
shaking up Indian Hotels 
and agreeing to sell the 
group’s cosmetic interests - 
Lakme - to Hindustan 
Lever. 

But rhetoric has so far run 
ahead of reality. No big 
industrial group has yet 
disentangled the web of 
corporate cross- 
shareholdings which bind 
group companies, a complex 
task and one which opens 
individual companies to 
takeover. 

This is further complicated 
by a lack of central control 
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over the management of 
group companies. This was 
the root of last year's bitter 
Hagh between Mr Tata and 
Ajlt Kerfcar. then chairman 
of Indian Hotels. 

Few tough decisions have 
been taken. The A. V. Birla 
group still contains several 
cement companies, for 
instance, which compete 
against each other. 

As a result the Inramhmt 
conglomerates are far less 
focused than India's new 
generation of entre- 
preneurial companies, such 
as Ranbaxy (pharma- 
ceuticals), Punjab Tractors, 
and Infosys (computer 
software), which trade at 
higher price-earnings 
multiples on India's stock 
markets. 

Indian group companies 
still bail out their weaker 
brethren to the detriment of 
minority shareholders, and 
the biggest shareholders in 
India - the state-owned Unit 
Trust or India, Life 
Insurance Corporation and 
General Insurance 
Corporation - generally turn 
a blind eye. 

There remains a 
fundamental difference in 
perspective between 
investors who buy into 
individual companies and 
industrialists who consider 
constellations of companies 
as family property, 
compounded by lack of 
transparency in accounts. 

Nonetheless, change has 
taken place. Larsen and 


Toubro has spun off its 
computer services arm, is 
looking for a buyer for its 
shipping fleet, and has 
formed joint ventures for its 
construction equipment 
division. 

Focus alone is not enemgh. 
Indian industry must 
meanwhile grapple with the 
urgent need to overhaul - or 
replace - an entire 
generation of fundamentally 
uncompetitive facilities 
which predate the start of 
liberalisation in 199L 

Where it has taken place, 
internal restructuring is 
paying dividends. Bajaj 
Auto. India's biggest 
manufacturer of scooters, 
motorbikes and three-wheel 
vehicles, has built a new 
plant in Pune which will 
enable it to speed up the 
introduction of new models, 
a key competitive tool in the 
battle with foreign joint 
ventures. Mahindra and 
Mahindra. India’s biggest 
utility vehicle and truck 
company, increased output 
at its utility division from 68 
vehicles a day to 110 after 
introducing Japanese -style 
manufa cturing techniques. 

Last month the Mahindra 
family conceded majority 
control of its car joint 
venture to Ford of the US in 
order to preserve funds far 
investment in trucks and 
utilities. But the group 
remains plagued by labour 
trouble. 

J. Rajagopal, managing 
director of Coopers and 


Lybrand India, points out 
that this is "not 
re-engineering as it is known 
In the west”. India's old 
manufacturing companies 
are chronically overstaffed, 
but exhaustive labour laws 
and powerful unions make it 
mare at less impassible to 
lay off workers. 

Instead, many companies 
sore adopting voluntary 
retirement schemes to ■Mm - 
down. This helps in the long 
run but does not enable 
corporate India to respond 
swiftly to competitive 
pressures, or to cut costs and 
protect profits in current 
slow-down. 

Hence the chorus of 
appeals for help from India's 
new government. Analysts 
fear there will be 
“backsliding" if India slows 
its tariff cuts and 
discourages foreign 
competition. Most 
industrialists would prefer to 
avoid tairfng tough decisions 
if possible. 

Domestic liberalisation, 
moreover, creates its own 
temptations. Companies 
such as Reliance and Larsen 
and Toubro are pushing into 
power, while the Tatas hope 
to set up a domestic airline, 
fierce competition acts as a 
useful discipline today. But 
if the new government goes 
too far in cosseting Indian 
industry the country could 
witness a new generation of 
empire building - and talk 
of focus could yet prove a 
passing fed. 


Corporate 

shock-waves 


Industrial logic 
adds pace 
to glacial 
rate of 
consolidation 


Takeover fever has gripped 
India's business world alter 
a flurry of activity in the 
cement, aluminium and 
pharmaceutical sectors. The 
deals include a hostile bid by 
India Cements for Raasi 
Cement and a battle for con- 
trol of Indal between Steriite 
Industries and Alcan, Inrial's 
Canadian parent 

The deals may be small by 
international standards but 
coming shortly after the 
Securities and Exchange 
Board published its new 
takeover code, they have 
sent shock-waves through a 
cosy and proprietorial corpo- 
rate community. 

Analysts believe the bids 
indicate that the glacial pace 
of consolidation in Indian 
Industry is speeding up 
under the pressure of fierce 
competition and a slowdown 
ingrowth. 

They are driven by a com- 
mon industrial logic: it is 
cheaper to buy than build 
when shares in less efficie nt 
companies . are badly 
depressed. Buying avoids 
adding to overcapacity. 

N. Srinivasan, managing 
director of India Cements 


PRIVATISATIONS ■ by Krishna Guha 


says it would cost "at least 
RslObn” to build new plants 
with output of 3.5m tonnes a 
year - equivalent to the 
capacity of Raasi Cement ,• 
and its associate Vishnu ' 
cement Mr Srinivasan won 
control of Raasi at a cost of 
: about Rs4bn. 

Investment bankers 
believe more hostile bids 
will follow. “It is very inter- 
esting,'* says Vikram 
Gandhi, president of Morgan 
Stanley India. But he adds: 

“We are not going to see a 
tonne of them.” 

Steriite and India Cement 
have demonstrated it is pos- 
sible to make hostile bids, 
but also that it is difficult to 
succeed- Steriite looks 
unlikely to win control of 
Indal in which Alcan already 
holds a large stake. 

India Cements succeeded 
by splitting the “promoters" 

- or founding shareholders - j'* 
of Raasi but still faced delay- 
ing action in the courts and 
an attempt to sabotage the 
deal by shifting assets to 
other group companies. 

Mr Gandhi says mergers 
and acquisitions would pro- 
ceed largely on the basis of 
"willing sellers and willing 
buyers". Foreign companies 
in particular find it difficult 
to buy without express Invi- 
tation. 

Imperial Chemical Indus- 
tries of the UK, which last 
year bought a 9 per cent 
stake in Asian Paints, has 
still not been able to take 





Home market favoured 


Hope renewed 
after a year of 
disappointments 
in the Asian 
markets 


Privatisation - this time 
with a “swadeshi" 
(self-reliance) flavour - is 
back on the agenda after a 
disappointing year in which 
planned asset sales were 
torpedoed by the Asian 
financial crises and the fell 
of the country's United 
Front government 

The outgoing government 
aimed to raise Rs70bn by 
selling shares in state-owned 
enterprises but in the event 
raised only Rs9bn. 

"The disinvestment 
process should continue," 
says Yashwant Sinha, 
India's new finance minister, 
adding that proceeds should 
be used to retire debt and 
restructure public sector 
enterprises. 

The ruling Bharatiya 
Janata party's (BNP) 
ideological wing, which 
distrusts the secular public 
sector, supports an 
aggressive push. 

“We will go faster on 
disinvestment,” says 
iLN. Govindacharya, general 
secretary of the BJP. But Mr 
Govindacharya said the BJP 


would prefer "the domestic 
route” - selling shares on 
India's equity markets - to 
Issuing global depositary 
receipts quoted in London, 
the principal route of 
disinvestment to date. 

D JR- Mehta, chairman of 
India's Securities and 
Exchange Board, also 
favours greater emphasis on 
the domestic market "Pnblic 
sector disinvestment should 
be largely in India," says Mr 
Mehta. India should learn 
from the "British 
experience" and "sell shares 
in small lots and at a 
discounted price” to retail 
investors. 

This would enliven the 
country's moribund primary 
market, support its vast 
network of retail 
stockbrokers, and ensure a 
large domestic free float of 
shares. 

Last year’s sale of shares 
in Corporation Bank - at an 
attractive price in the 
domestic market - could be 
a model. But Corporation 
Bank was a tiny issue. 
India's shallow stock 
markets could be depressed 
by oversupply of shares. 

To avoid a glut the 
government would have to 
entice retail savers to buy 
disinvestment stock. It could 
also encourage India's public 
sector insurance companies 


to buy more equities, 
perhaps by relaxing 
investment guidelines. 

Even so, domestic 
disinvestment has its 
disadvantages. A retail offer 
is time-consuming and 
expensive to administer. 
Any discount means less 
money to repay debt Mr 
Sinha is understood to 
favour Issuing GDRs in 
tandem with domestic public 
offers. 

The list of companies 
chosen* is likely to resemble 
closely that drawn op by the 
outgoing government on the 
basis of advice from the 
disinvestment commission. 

The probable list includes 
Indian Oil. Gas Authority 
and Container Corporation 
(scheduled for partial 
disinvestment last year), 
plus a second (domestic) 
tranche of Videsb Sanchar 
Nlgam (VSNL). 

Limited foreign investor 
appetite for Asian equities 
will act as a constraint. 
"Investors are considerably 
mare cautious in 1998 than 
they were In 1997," says 
Roddy Sale, head of Jaidine 
Fleming’s Indian GDR team 

He said the most saleable 
stocks were defensive 
quasi-monopolies: Indian on. 
Container Corporation, Gas 
Authority and VSNL fit the 
bilL 


“I think yon could do $lbn 
to $L5bn over 12 months If 
the pricing was friendly and 
the issues well-timed," says 
Mr Sale. 

However, while 
disinvestment in these 
profitable companies is 
likely to spur further 
efficiency gains, it will do 
little to resolve the chronic 
problems of the state sector 
which lie elsewhere. 

For all the BJP's private 
sector instincts, no one 
expects full-scale 
privatisation of India's 
lossmaking public sector, 
which employs millions of 
unionised workers. The 
ruling coalition Is too fragile 
to take on trade unions, and 
few of these enterprises are 
attractive to investors. 

Fundamental reform of. the 
public sector therefore 
hinges an Mr S inha's plan to 
use receipts from asset sales 
to "rehabilitate sick public 
sector units” Providing such 
funds were used to 
restructure, and not bail out 
un viable plants, it is a 
sensible proposal. 

But given the size of 
India's revenue deficit - and 
the political difficulty of 
cutting subsidies - it is 
going to be very difficult to 
avoid using receipts to pay 
for current expenditure 
instead. 


possession of its shares. 

If. as expected, India soon 
passes a revised companies 
act allowing share buy- 
backs, hostile takeovers 
could become even more 
problematic. 

India's "promoters” regard 
buy-backs as a way of ward- 
ing off a hostile predator 
rather as than a mfeinc of 
increasing earnings per 
share. 

There are obstacles even 
to a friendly acquisition. Hie 
banks refuse to finance 
share purchases which 
appear to fall foul of Reserve 
Bank of India guidelines but 
are allowed to finance pur- 
chase of assets. 
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Industrialists 
are already 
clamouring for 
protection 
against dumping 

The threat of low-cost 
competition from the crisis- 
hit economies of eastern 
Asia comes at a dangerous 
time for Indian industry, 
which is already suffering 
from chronic domestic over- 
capacity. In many sectors 
supply of basic commodities 
such as cement and steel 
exceeds demand. 

Final results for the corpo- 
rate year which ended on 
March 31 are expected to 
show weak prices and lower 
operating’ profits in most 
heavy industries, even 
though many are recording 
rising sales. This is the 
hangover from a construc- 
tion hinge of 1392 to 1998 
when companies flush with 
cash from their first interna- 
tional debt and equity off er- 


togs ploughed money into 
fixed assets. 

This capacity has now 
come on stream. Cement 
capacity, for instance, 
increased from 68m tnmn«i 
to 95m tonnes in the last 
three years. Demand, by con- 
trast, is growing at a rate of 
about 9 per cent a year. 

“When people cry about 
demand what they are real ly 
saying is there is not enough 
demand for the additional 
capacity,” says Rajasbekar 
Iyer, head of research at 
Kotak Securities. 

Corporate India is only 
now learning to shed its old 
.assumptions that the 
strength of a business is 
determined by the amount of 
its fixed assets, and that 
there would always be 
demand for whatever was 
produced. 

In this new era of overca- 
pacity and inefficient plants 
- many set up by blue-chip 
conglomerates before liberal- 
isation in 1991 - are slowly 
being driven out of business 


to dangers of overcapacity 


by new state-of-the art facili- 
ties . This is aggravated by 
sharp increases in the cost of 
many inputs, such as coal 
and power, which are con- 
trolled by the state. 

“Now the pain is going to 
trigger a shake-out in the 
co rporate sector,” says Che- 
tan Afrya, economist at Cas- 
pian Securities. 

The current spurt of 
merger activity is prompted 
by overcapacity, but it wifi 
not reduce these excesses. A 
Caspian Securities study 
estimates overcapacity of 26 
per cent in hot rolled steel, 
39 per cent in aluminium 
sheets, and more than 30 per 
cent in polyester staple fibre. 
It also shows huge overcapa- 
city in trucks, cars and 
hotels. More contentiously, 
the study suggests that the 
overcapacity problem will 
remain acute during the 
next financial year. 

The Asian crisis - faning 
demand and the threat of 
low-cost competition from 
countries with sharply 


BANKING • by Krishna Guha 


I Bad debts are still 
f posing problems 


■/ The existence of 
f small concerns 
is threatened 




as margins 
are eroded 

Compared with the collapsed 
banking systems in parts of 
south-east Asia, India's 
financial sector looks sound. 
But it remains a rickety 
structure. 

On the plus side. India’s 
commercial h anks have little 
exposure to foreign currency 
debt, real estate or equities, 
as a result of conservative 
regulation by the Reserve 
Bank of India (RBI). The 
country's finance companies 
did lend to real estate and 
equities - but in the context 
of a weakening economy 
which left little room for an 
asset price bubble. The RBI 
has since damped down on 
them. 

An Asian-style banking 
crisis is, therefore, hard to 
envisage. But India's finan- 
cial sector still faces enor- 
mous challenges in the form 
of bad debts and competi- 
tion, which threaten the 
existence of many small and 
inefficient banks. 

The cost of intermediation 
in India is among the high- 
est in the world with a net 
interest margin of about 350 
basis points. Many Indian 
banks are barely viable at 
this level and face a bleak 
future as competition eats 
into margins. 

If the economy continues 
to slow there is a risk that 
these problems could 
become systemic, putting 
pressure on the government 
ari d India’s top banks to bail 
out the weak. 

Indian banking is best 
understood as an industry to 
transition from state control 
to market competition. Until 
recently, the financial sector 
was strictly segmented by 
regulation. “Commercial 
banks took deposits and 
gave working capital loans, 
development financial insti- 
tutions gave long-term proj- 
ect finance, and non-bank 
flnaneinl companies, or near- 
banks, were unregulated," 
says Deepak Parekh, chair- 
man of Housing Develop- 
ment Finance Corporation, 
and deputy chairman of the 
RBI's Naraslmbam commit- 
tee on banking. 

The first phase of deregu- 
lation - now largely com- 
plete - dismantled many of 
the barriers between finan- 
cial institutions and banks 
and allowed both to take 
part in many" activities previ- 
ously excluded from the reg- 
ulated sector. 

“Financial institutions are 
now giving working capital 
loans while commercial 
banks are offering term 
loans," says Mr Parekh. For- 
eign hunks and new private 
sector banks have been 
allowed to enter the market 

Meanwhile, the RBI took 
steps to deregulate interest 
rates and reduce the onerous 
statutory requirements on 
banks. Even today, banks 
only have complete freedom 
to lead about one-quarter of 
their assets; the rest is 
accounted for by statutory 
liquidity requirements, the 
cash reserve ratio, mandated 
lending to “priority sectors" 
and obligatory food credit. 

_ But even limited liberalisa- 
tipn has resulted in an 
unprecedented increase in 
1 competition.- - 

"Margins, on lending are 
1 f^tog" says MJS.Verraa, 
“airman of State Bank of 






Old and now: Domestic institutions such as Bank of JmSa now face 
foreign competition from the Dees of Citibank mesoim>viimm 


India, the country's biggest 
bank. He says the correct 
response is to cut costs, com- 
puterise and “increase the 
range of products and ser- 
vices on offer”. 

The Reserve Bank is shep- 
herding the sector along - 
helping banks to put vastly 
improved prudential norms 
to place, and mark assets to 
market The central govern- 
ment has also provided 
paper, funds to recapitalise 
some banks. 

But improving efficiency Is 
a daunting task. Indian 
banks suffer from outdated 
technology, poor risk man- 
agement, overstaffing and 
militant unions. 

Most are saddled with 
large historic non-perform- 
ing assets - probably closer 
to an industry-wide figure of 
20 per cent of total assets 
(gross) than the reported 18 
per cent - and many are stiH 
undercapitalised. 

Weak bankruptcy laws 
and a log-jam in the courts 
mean that banks are still 
chasing debts which 
defaulted a decade or more 
ago. And while provisioning 
has improved dramatically, 
h ank ers say that balance 
sheets still conceal hidden 


Some of India's smaller 
hanks - such as Corporation 
Bank - appear able to adapt 
and compete. Others will 
not “I can thfnk of four or 
five hanks which have nega- 
tive worth today and con- 
tinue to take deposits,” said 
Mr Parekh. Most of India’s 
280 h anks are probably 
un viable to the long term. 

The Narasimham commit- 
tee believes that consolida- 
tion is inevitable and hopes 
that India's two giant finan- 
cial institutions - Industrial 
Development Bank and 
Industrial Credit and Invest- 
ment Corporation - will play 
an active role. 

IDB1 and ICICI have 
moved into mainstream 
h anking - shorter-term 

loans and retail funds - in 
response to liberalisation 
and an end to cheap govern- 
ment-backed finance. Both 
have launched big retail 
bond issues in recent 
months, but to tap the 
amount of money they need 
they may have to build a 
retail network on the 
ground. 

ICICI took over 1TC Clas- 
sic, the troubled financial 
services arm of Indian 
Tobacco Company, last year. 
TTC Classic gave me a dis- 
tribution network with 
access to more than a mil- 
lion depositors,” says 
K V Kamatb, managing 
director of ICICI However, 
neither IDBI nor ICICI seem 
particularly keen on merg- 


ing with mid-sized commer- 
cial banks. 

“In the Indian context it la 
much easier to build dc 
novo," says Mr Hamath, 
adding that there was little 
merit hi taking on a creak- 
ing network of branches, 
hidden bad debts and union 
trouble. “Even a strategic 
merger would have to add 
products car capital," he says. 

State Bank. IDBI and ICICI 
axe lobbying bard to ensure 
they are not forced to take 
over banks they do not want 
“There has to be a sanction 
for failure," says Mr Verma. 
He believes that one of the 
lessons from the past year's 
Asian fmanria’I crises is that 
“an unsustainable institu- 
tion must be allowed to foil”. 

The Narasimham commit- 
tee supports this line. "Our 
experience has been that 
this does not work in India," 
says Mr Parekh. But the 
alternative - closing foiled 
banks - Is fraught with 
political complications. 

A big shake-out has 
already begun in India's nan- 
banking financial sector. 
These finance companies - 
which were not regulated by 
the RBI - recorded explosive 
growth in the early 1990s. 

“They are the ones which 
got into trouble in southeast 
Asia,” says Mr Parekh. After 
a string of high profile fail- 
ures, the RBI imposed harsh 
capital adequacy require- 
ments which will force more 
than half the 40,000 finance 
companies out of business. 

The mainstream view is 
that this clamp-down 
ensures that India will not 
suffer a major banking cri- 
sis. Analysts behave that all 
but a few banks wiD gradu- 
ally return to health as they 
write off historic non-per- 
forming assets. 

This judgment may be pre- 
mature. “We have to view 
the strength of the Indian 
banking system in the con- 
text of what is yet to hap- 
pen.” says Mr Eamath. He 
says there is a “deep struc- 
tural change” taking place 
in Indian industry as glob- 
ally competitive facilities 
drive older plants out of 
business. 

“People explain it away as 
recession - there is no reces- 
sion; there is structural 
change ” Mr Eamath says. 
“There will be pain all 
round, and pain in the bank- 
ing system.” 

Financial institutions and 
banks are exposed to heavy 
industries where there is 
overcapacity and threat of 
dumping. A fresh wave of 
defaults - if It occurs - 
would expose existing weak- 
nesses in the banking sys- 
tem. Restructuring, then, 
could be a race against time. 


devalued exchange rates - 
will put farther pressure on 
many industries. “Any com- 
modity producer Is going to 
be under pressure,” says 
Vikram Gandhi, president of 
Morgan Stanley India. 

Analysts say the cement, 
steel, aluminium, petrochem- 
icals and capital goods sec- 
tors will be worst hit. In 
most cases the actual vol- 
ume of imparts is small but 
domestic prices move in tan- 
dem with international 
prices. 

Industrialists are clamour- 
ing for protection against 
dumping. “How am I to com- 
pete?” says SJLBirla, direc- 
tor of the Birla group. 
“There are ships carrying 
Indonesian cement in the 
docks at Calcutta; it has 
never happened before. 
“Cement is relatively shel- 
tered. Transportation costs 
are high, the ports ere fll- 
equipped to handle large vol- 
umes, and distribution to a 
country where most cement 
is bought by the bag is diffi- 


cult. Kiras Nando, chief 
economist of Gujurat 
Arnbuja Cements, a low-cost 
producer in the west of 
India, furthest from Indon- 
esia, says the Asian crisis 
would make “no difference 
at all”. 

Steel is much more vulner- 
able to competition from 
Korea's Pohang Iron and 
Steel. India's two biggest 
steel companies - the public 
sector Steel Authority of 
India (Sail) and private sec- 
tor Tata Iron and Steel 

(Tfeco) - are likely to lose 
valuable export orders and 
vital industrial contracts at 
home. Both companies are 
overstaffed and have many 
outdated plants. 

“Sail has lost half of its 
balance sheet already,” says 
Sanjeev Mohta, head of 
research at HSBC Batlivala 
St ffursmi Korean competi- 
tion could “wipe out the 
other half”, forcing an 
expensive bail-out Smaller 
producers such as Bssar and 
■linrtai are vulnerable. 


Aluminium is also 
exposed. Tt is much easier 
to ship aluminium than 
cement.” says Kotak’s Mr 
Iyer. But he says India's two 
aluminium giants - Nati onal 
Aluminium Company 
(Nalco) and Hindustan Alu- 
minium (Hindalco) - are 
“low-cost, globally competi- 
tive producers" which can 
absorb falling prices. 

The petrochemical indus- 
try also faces falling prices, 
which analysts say will hit 
Reliance Industries and 
Indian Petrochemicals 
(IPCL). However, the inte- 
grated producers, which 
operate at world-class scale, 
are less vulnerable than 
smaller producers. 

“Reliance works on a con- 
version margin." says Tony 
Tassell. head of research at 
Caspian Securities. “Petro- 
chemical prices may foil, but 
if naptha prices fall its input 
costs go down, too.” 

Capital goods producers 
face a bleaker future. Low- 
cost exports from troubled 


Arias economies will bring 
some benefits to Indian 
industry. Reliance, for 
instance, has been offered 
cheap Korean steel for Its 
new petrochemical plants. 
But the main impact - at a 
time when Industrial invest- 
ment is flat - will be to 
intensify the problems of 
industries where overcapa- 
city is already extensive. 

Inherently strong compa- 
nies such as Gujurat 
Arnbuja, Hindalco and Reli- 
ance will ultimately emerge 
from the death-throes of the 
rest of India's heavy indus- 
try in a stronger market 
position. However, the cur- 
rent trauma is leading some 
observers to question 
whether India's future lies in 
heavy industry and an 
industrial business culture. 

“The sense 1 get when I 
look at most Indian industry 
is that it does not own 
brands," says Uday Kotak, 
vice-chairman of Kotak 
Mahindra. 

A handful of Indian com- 


panies, such as Marico (edi- 
ble oils) and Nirma (deter- 
gents), do. Others, such as 
Birla and Gujurat Ambhuja 
cement, are trying to build 
them. But almost all valu- 
able brands in India are held 
by the subsidiaries of multi- 
national companies such as 
Hindustan Lever, part of the 
Unilever group and India's 
biggest company. 

Investors are already pick- 
ing their candidates for the 
new generation of corporate 
India’s leading companies. If 
their selections are correct 
the list will be less weighted 
than before towards indus- 
trials and will include con- 
sumer goods groups, phar- 
maceutical companies and 
emerging software giants. 

India's software sector has 
trebled Its market value 
since the start of 1997; 
tofosys, a software exporter, 
is now worth more than 
Associated Cement Company 
- India's biggest cement pro- 
ducer. It is a sign of the 
times. 


INVESTMENT BANKING* by Edward Luce 


A sobering retrenchment 


But it is not 
all gloom 
for those 
banks that 
remain 

Bombay's investment 
hanking sector has recently 
taken a battering. During 
the past six months five 
leading foreign investment 
banks have closed down 
their India offices while 
several others have pared 
down their operations. 

Although much of the 
retrenchment can be directly 
attributed to the effects of 
Aslan flu - from which India 
has caught a decent-sized 
cold - the consequences are 
fairly sobering for Bombay’s 
financial sector. 

“We came here thinking it 
would all be “dollar 
revenues and rupee costs," 
says one foreign banker. 
“But the reality was 
somewhat different” 

Of the five foreign banks 
to have closed their offices 
at least two - 1NG Barings 
and Deutsche Morgan 
Grenfell - did so with 
India-specific reasons in 
mind. The other three - 
BZW, National Westminster, 
and Peregrine Securities - 
are In retreat from 
investment banking 
worldwide. 

In addition, JJ*. Morgan 
last month significantly 
scaled down its Bombay 
operations after baling out 
from a joint venture with 
ICICI Securities, the 
investment banking 
subsidiary of the state 
development bank So what 
does this mean for the dozen 
or so investment banks 
which remain? 

“Foreign investment 
banks foiled to pay attention 
to expenses," says Deepak 
Parekh, chairman of the 
Housing Development 
Finance Corporation, India’s 
leading mortgage bank. “On 
top of that there is genuine 
over-capacity.” 

On the first point, banks 
were dearly too sanguine 
about t.Tu» manag eability of 
“rupee costs” when they set 
up operations in Bombay to 
the early 1990s. 

Far from being a low-cost 
base, India's firmnrfni centre 1 
proved to be one of the most 
expensive dries in the world. | 
Top of the list was real 
estate which, owtog to Bom- > 
bay's heavily distorted rent 
control act and restrictions , 
on high-rise development, 
remains exorbitant 

Second, a genuine short- j 
age of skill wi analysts and 
local investment bankers | 
resulted in foreign banks i 
quickly bidding up yatarj**? i 
to a scramble for talent. 
Senior analysts can still . 
command salaries of up to 
$100,000 in Bombay. 

Thirdly, the cost of com- I 
mimi cation in India remains I 
astronomic. Tariff rates on I 
international telephone calls ! 
are among the highest to the 
world. 

The other basic problem 
was inflated expectations. 
“Banks saw India as the 
next rthma and when that 
didn't happen overnight they 
found themselves with very 
high cost bases but little 
cashflow to justify this," 
says one foreign banker. 
"Dollar revenues”, in other 
wards, foiled to materialise 
in sufficient volumes. Part of 
the problem was overcapa- 
city. 

Last year no fewer than 26 
foreign banks bid for the 
mandate to underwrite the 
global depositary receipt 
offering by MSNL, India's 
state-owned telephone com- 


pany. There was also fierce 
competition for the other 
GDR mandates of VSNL, 
another telephone company, 
Gail, the state gas company 
and the Indian Oil Corpora- 
tion. 

The net result was wafer- 
thin margina for the success- 
ful bidders. “India was com- 
manding the same fees as 
South Korea before the 
Asian crisis struck," says 
Vikram Gandhi, president of 
Morgan Stanley's India 
office. “On top of that the 
leading mandates were split 
three ways.” 

In addition, the expected 
flow of cross-border business 
slowed to a trickle last year 
and has yet to show signs of 
life to 1998. 

Although the new BJP-led 
government intends to press 
cm with reforms, the state 
disinvestment p rogramme is 
unlikely to generate high 
volumes for foreign banks in 


the near future. The IOC, 
Gail and the Container Cor- 
poration are expected to 
press on with their interna- 
tional IPOs this year, but 
fow others are waiting in the 
wings. 

On the debt side, India is 
unlikely to come to the inter- 
national markets with a 
benchmark bond offering to 
the near future. The Asia cri- 
sis has led to a significant 
widening of yield spreads 
ova* US Treasury bonds for 
emerging market issuers, 
wnri Indian corporations are 
unlikely to risk overseas dol- 
lar offerings while a ques- 
tion mark hangs over the 
exchange rate value of the 
rupee. 

“There has been genuine 
overcapacity to the market,” 
says Rajashekar Iyer, head 
of research at Kotak Securi- 
ties, which has a joint ven- 
ture with Goldman Sachs. 
“There Is not enough cross- 


border business to go 
round." 

The outlook is not all 
gloom, however, for those 
banks which remain. For a 
start, the shake-out has led 
to a much needed consolida- 
tion in the market. Salaries 
and real estate costs have 
clearly hit a plateau. 

More importantly, the 
banks which remain are 
devoting more attention to 
the domestic market in areas 
such as mergers and acquisi- 
tions, corporate finance and 
asset management. Morgan 
Stanley, which recently 
formed a joint venture with 
JM Financial, an Indian 
investment bank set up by 
Nlmesh Kampani, says there 
are good margins to be had 
in bread and butter domestic 
investment banking. 

“It helps to be to a joint 
venture with a leading 
domestic bank,” says Mr 
Gandhi “There is a lot of 


business among medium-size 
corporates to the Indian 
market which local partners 
can help to capture." Both 
Goldman Sachs (Kartak 
Securities) and Merrill 
Lynch (DSP) clearly share 
this view. “Having a local 
partner also helps to reduce 
costs,” said Mr Iyer. 

Others, including Credit 
Suisse First Boston, which 
cut its joint venture tost 
year in favour of going it 
alone, and HSBC, which 
recently bought out its local 
broking partner, evidently 
differ. 

Either way, many foreign 
banks are staying in India 
for the long hauL “India is 
the perpetual call fbuyj 
option.” says one foreign 
banker. “At times It looks 
more like a put [sell] option, 
but it is worth cultivating a 
little patience because when 
the market takes off you 
want to be ready." 
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The Infrastructure Development Finance Company Ltd. (IDFC) is testimony to the 
dynamism of India's liberalisation process. 


Key Objectives 
Set up to lead private capital into 
commeraafly viable infrastructure 
projects, IDFC will help create the 
policy framework for invesonejotsin 
lotto's key infrastructure sectors 
and develop a range of innovative 
fimnrial instruments. If wiD also 
concentrate on credit enhance- 
ment mechanisms, lengthening 
maturities, providing mezzanine 
finance and hdp develop long-term 
debt markets in the country 
Many of these instruments will 
arise our of a restructured 
investment environment for 
infrastructure. IDFC has created 
and will be expanding its policy 


advisory role to ensure that 
innovative and efficient financial 
structuring of complex projects 
becomes a reality. 

Key Areas 

Initially IDFC wiD concentrate 
on developing policy frameworks 
and financial products for the 
Power, Roads, Ports, Urban 
Finance and Telecommunications 
sectors of the economy 
Capital Structure 
IDFC's initial Equity Capital 
is Rs. 10 bilton (USD 250 milfioo). 
In addition. The Government of 
IndjaandTh: Reserve Baakoflnda 
have provided subordinated debt of 
R&A5 HlEoo (USD 163 tmEBon), 


The total capital is Rs. 16J billion 
(USD 413 million). Its investor 
profile comprises. Government of 
India shareholding (405?), 
International Investors (40%) 
and Domestic Institutional 
Investors (20%). IDFC therefore, 
bas a strong Government mandate 
but an entirely commercial 
oriraration with a professional 
management team. 


ihe IDFC Annual Report 1997-98. 
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INVESTING IN INDIA 


DEBT MARKETS • by Edward Luce 


Bonds shake off the 
shackles of blandness 


Investors are 
becoming aware 
there is money to 
be made by 
trading paper 

Bonds. long overshadowed 
by the more lively equity 
market, are Dually starting 
to find favour with 
Indian borrowers and inves- 
tors alike. 

Last year, for the first 
time, primary market bond 
issuance by Indian corpora- 
tions exceeded the volume of 
equity offerings on the 
Indian share market. 

With more than Sioobn in 
outstanding bonds - second 
only in size to the Japanese 
market in Asia - it has 
taken a surprisingly long 
time for a trading mentality 
to emerge in India. Partly 
this can be attributed to the 
fact that more than 90 per 
cent of the market is 
accounted for by low-yield- 
ing government and quasi- 
government paper. As such, 
bonds have always appeared 
somewhat bland next to 
India's comparatively fre- 
netic stock markets. 

“Indians tend to hold 
bonds until maturity,’' says 
Sanjay Mansabdar, manager 
of fixed income at ICICI 
Securities, the investment 
banking subsidiary of the 
development bank. “But this 
is now starting to change." 

The pick-up in activity is 
being driven by two broad 
trends, one cyclical, the 
other secular. On the cycli- 
cal front, lower prime inter- 
est rates over the last two 
years have stimulated trad- 
ing in government Treasury 
bills. The Reserve Bank of 
India's decision to raise 
interest rates by 1 percent- 
age point earlier this year 
has removed some impetus 
from the market. 

Nevertheless, overall 
liquidity remains strong, 
partly because the Indian 
h anking sector - one of the 
largest investors in the bond 
market - has scant opportu- 
nities for lending to the 
industrial sector. In addition. 


the equity market is rela- 
tively quiescent owing to the 
glut of initial public offer- 
ings earlier in the decade. 

As a result, secondary 
market turnover in Treasury 
debt is at its liveliest for 
years although, at just 
8100m a day . it is still rela- 
tively low. “Banks and other 
investors have caught onto 
the fact that there is money 
to be made by trading paper 
with each other,” says Tarun 
Saigal, bead of fixed income 
trading at ANZ Investment 
Bank in Bombay. 

Structural reforms to the 
Indian bond market should 
stimulate more dynamic 
activity in the secondary 
markets over the next few 
years. First, and most impor- 
tantly. the Indian govern- 
ment is radically altering the 
way it views the bond mar- 
ket. Although the market is 
still heavily constrained by 
regulations, the government 
is starting to treat the mar- 
ket as something more than 
just a cash-cow to fund its 
budget deficit. 

"The government has 
recognised that there are 
broader strategic advantages 
in having a deregulated 
bond market," says one for- 
eign banker. “Not least, it 
needs an active bond market 
to finance India's massive 
infrastructure needs." 

As a first step, the govern- 
ment ha<; gradually started 
to lower the steep liquidity 
requirements on banks. The 
cash reserve requirement 
and the statutory liquidity 
requirment have been cut 
from SO per cent of overall 
deposits to just 35 per cent 
in the last two years. This 
has freed up capital which 
would previously have been 
invested in low-yielding - 
but risk-free - Treasury 
paper. 

Second, the Reserve Rank 
of India (RBI) is for the first 
time pricing Treasury paper 
at something approaching 
market rates. Although the 
RBI does not yet operate a 
completely market-driven 
auction process, it has 
appointed six primary deal- 
ers to stimulate secondary 


market activity. The dealers 
underwrite Treasury offer- 
ings and guarantee to pro- 
vide a liquid market in gov- 
ernment paper in exchange 
for a commission from the 
RBI. 

“The government is slowly 
moving towards a market- 
driven system." says Ashish 
Parthasarthy. head of money 
markets at HDFC, India's 
leading mortgage bank. 

Although the primary cor- 
porate bond market is pick- 
ing up, it is still severely 
hampered by the dead hand 
of government regulation. 
Corporate bonds are at an 
automatic disadvantage on 
several fronts. Unlike Trea- 
sury bills, corporate bonds 
are subject to a 20 per cent 
witholding tax as well as 
stamp duty. 

In addition, the settlement 
procedure for corporate debt 
has not yet been “demateri- 
alised”. Because it can take 
weeks to carry out the physi- 
cal transfer of bond certifi- 
cates. the secondary market 
remains moribund. 

To make matters worse, 
corporate borrowers are con- 
strained "by the complete 
absence of a liquid bench- 
mark in either the fixed or 
floating rate sector. In the 
former, the haphazard and 
opportunistic character of 
Treasury bill funding has 
hitherto deprived the fixed 
rate market of a recognisa- 
ble yield curve. This will 
gradually change as the RBI 
switches to a more transpar- 
ent issuance programme. 

But in the floating rate 
market borrowers continue 
to he shut out by the total 
lack of a reference inter- 
bank offer rate. The fact that 
banks are required to set 
aside capital against borrow- 
ing of more than 14-day 
maturity means there is no 
such thing as an Indian 
Labor rate. The only vaguely 
liquid reference point is in 
the highly volatile overnight 
borrowing market 

Nevertheless. Indian cor- 
porations are increasingly 
opting to tap funds from the 
bond rather than the tradi- 
tonal loan market As a side- 
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effect of the country's rather 
skewed financial regula- 
tions, AAA-rated Indian 
companies can secure sub- 
prime funding from the bond 
market. This is possible 
because banks can classify 
bond holdings as invest- 
ments rather than loans. 
This enables them to escape 
the draconian "priority" 
lending regulations imposed 
on their loan portfolios. 

As such, higher-yielding 
corporate bonds are becom- 
ing increasingly popular 
with h anks . Much, however, 
remains to be done before 
the corporate bond market 
becomes truly liquid. Not 
least the government must 
scrap the requirement that 
insurance companies invest 
75 per cent of their invest- 
ments in government bonds 
and quasi-government paper. 

Until such reforms are 
undertaken, the corporate 
bond market is unlikely to 
attain its full potential. 
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CJ3. Bhave: ‘Switch wiH reduce transaction costs' ptwa Soph* wmsou 


EQUITY MARKETS* by Edward Luce 


Paperless settlement woes 


But the pain is 
seen as 

worthwhile if it 
leads to greater 
efficiency 

India's stock markets have 
been hit by a double 
whammy during the past six 
months. 

First the Asian financial 
crisis triggered a net outflow 
of funds from India in late 
1997 as investors fled to safer 
instruments in the 
developed markets. Despite 
lingering worries over the 
stability of the rupee, 
portfolio funds have since 
crept back in with foreign 
investors becoming net 
buyers again in February. 

More wonyingly, the stock 
markets have at the same 
time been plagued by 
potentially long-term 
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The Investors’ key to India 





liquidity problems following 
the introduction of a 
paperless share settlement 
system last year. The 
creation of a national 
depositary system - 
designed to eliminate 
transaction risk - has 
effectively split the market 
between its physical and 
“dematerialised" parts. 

“We knew we w ere going 
to face liquidity problems." 
says Ravi Narain. deputy 
managing director of the 
National Stock Exchange 
(NSE). “But the drop in 
short-term liquidity is a 
price well worth paying for 
the eventual move to an 
electronic settlement 
system." 

Despite its antiquated 
profile, the physical 
settlement system still 
retains the loyalty of the 
large majority of India's 
retail investors who make 
up roughly TO per cent of 
overall turnover. Although it 
is a sluggish and high-risk 
settlement procedure (the 
NSE sorts through more 
than 2.5m tonnes of 
certificates a week), retail 
investors are comfortable 
with the system and fear 
loss of liquidity on the 
dematerialised system. 

According to Sanjay 
Dbamija, head of settlements 
at HSBC Investment Bank in 
Bombay, up to 10 per cent of 
shares delivered under the 
physical system are faulty. 
In addition, it can take up to 
three months for a 
certificate to change hands. 


with shares being trucked in 
to Bombay from all parts. 
The inefficiencies provide 
the opportunity to 
manipulate the physical 
settlement system by 
contesting share ownership 
and delaying transfer of a 
certificate for up to 18 
months. 

“Some companies fear the 
move to dematerialisation 
because they think it will 
create an easier climate for 
takeovers,” says Mr Narain. 
“Basically, the problem 
stems from inertia and lack 
of corporate governance." 

Another problem is that 
both foreign and domestic 
brokerages have a vested 
interest in maintaining the 
present system. Most foreign 
banks benefit from the high 
margins to be gained from 
custo dial share manag ement 
in physical settlement 

According to the NSE. 
about 5,000 are employed in 
back offices to cope with 
physical settlement Most of 
this infrastructure will even- 
tually have to be scrapped^ 

The National Securities 
Depositary (NSD), which is 
using software developed in 
Zurich, says the switch to 
demateriahsation will reduce 
transaction costs by up to 
three-quarters. This in turn 
will be passed onto the 
investor. “Brokers are going 
to have to make money from 
their own efficiency rather 
than from the inefficiencies 
of the system." says 
CJELBhave, managing direc- 
tor of the NSD in Bombay. 


Anecdotal evidence sug- 
gests that the transaction 
risks associated with physi- 
cal transfer have deterred 
big US funds from investing 
more heavily in India. 
India’s global depositary 
receipts (secondary share 
listings on the London stock 
exchange) trade at a pre- 
mium of between 20 per cent 
and 40 per cent to their 
underlying domestic shares. 
This is uniimially high. 

Few, therefore, disagree 
with the need to move to 
dematerialisation. But. in 
practice, persuading retail 
investors to make the 
change is proving a real 
headache. “It is a catch-22 
situation." says Mr Bhave. 
“Once we have achieved a 
critical mass retail investors 
will switch to the demateri- 
alised system in droves. The 
problem is how to achieve 
that critical mass in the first 
place.” 

On January 15 the Securi- 
ties and Exchange Board of 
India (Sebi) mandated insti- 
tutional investors to settle 
eight leading stocks, includ- 
ing ICICI - one of India's 
leading development banks 
- and the State Bank of 
India, on a dematerialised 
basis. Predictably enough 
institutional investors were 
unable to find any buyers. 

As a result, since April 6 
Sebi has allowed institu- 
tional investors to sell 
shares in the eight stocks in 
both the physical and the 
dematerialised sector. The 
shares, in other words, count 


INSURANCE • by Edward Luce 


Liberalisation revived 


While India** solid fundamentals form reassuring characterises : 
in the current . economic environment, IDBl plays a key role . 
in India**, industrial transformation through its innovative, 
policies and operations and its nationwide network. 
With the emergence of infrastructure development as. a' 
deterministic influence on the overall, industrial growth, of 
the Indian economy,' infrastructure finance has aba become, 
the thrust area of fDBVs’ business for the future: 

For foreign investors looking for opportunities in India, 
IDBl offers an ideal relationship in ftnamAng and related 
services. Equipped ibith professional expertise , intimate 
knowledge of fbe pidfhets and customer. -friendly products, and : 
services, IDBl has all that you can expect from a forward baking 
financial institution which is pin ymg a pivotal role inbelfnng 
India to its rightful position in the global market j'. 
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New coalition is 
expected to back 
at least some 
foreign 
participation 

If India’s attitude to foreign 
investment can be summed 
up as “microchips: yes, 
potato chips: no”, the domes- 
tic insurance sector probably 
ranks somewhere in the mid- 
dle. 

Last year, India’s United 
Front government abruptly 
withdrew plans to liberalise 
the domestic insurance sec- 
tor after its communist coali- 
tion partner exercised a 
veto. 

Twelve months on, with a 
newly-formed BJP-Ied coali- 
tion government in power, 
prospects for insurance liber- 
alisation are once again 
looking positive. Although 
the BJP has made use of the 
“microchips" slogan, local 
observers believe the new 
government will be receptive 
to at least an element of for- 
eign participation, 

“My prediction is that the 
i government will take steps 
to open the insurance mar- 
ket when it presents its first 
budget in June,” says Dee- 
, pak Parekh, chairman of the 
recently-formed Infrastruc- 
ture Development Finance 
Corporation. “They under- 
stand they must liberalise 
the insurance sector if they 
are going to mobilise domes- 
tic savings for infrastructure 
investment” 

Foreign insurance compa- 
nies - of which there are 
about 10 waiting patiently 
on the sidelines - are not 
quite as optimistic about 
prospects for full-scale liber- 
alisation; one US company is 
already planning to close its 
representative office in Bom- 


bay. Nevertheless, execu- 
tives appear relaxed about 
the longer-term outlook for 
the market 

“The probability is that 
the insurance market will 
initially be opened to just 
domestic competition," says 
the head of a leading west- 
ern insurance company in 
India. “In the medium-term, 
a modicum of foreign partici- 
pation is likely to be permit- 
ted. But this will be worth 
the wait" 

Assuming liberalisation 
goes ahead, what will be the 
effect of com petit ion on the 
existing monopoly players? 
And which segments of the 
market will the newcomers 
target? 

“We are ready for competi- 
tion when or if It comes," 
says G. Krishnamurthy, 
chairman of the Life Insur- 
ance Group, the larger of 
India's two nationalised 
monopolies. “It would take 
at least seven or eight years 
for new players to establish 
the networks to compete." 

K.C. Mittal, chairman of 
the General Insurance Cor- 
poration, the non-life monop- 
oly. agrees it will be an 
uphill struggle for the new 
entrants to establish them- 
selves quickly. “We have 
250,000 agents cm the ground 
and LIC has more than 
500,000, so it will be very dif- 
ficult for new players to 
compete at the start " says 
Mr Mittal “But the market 
is large enough to accommo- 
date many more competi- 
tors.” 

Broadly speaking, the 
effect oo LIC and GIC is 
expected to be two-fold. 

On the one hand, the 
arrival of new and leaner 
competitors will almost cer- 
tainly expose the inefficien- 
cies of the two monopolies to 
greater scrutiny. Although 


both have extensive net- 
works. with several thou- 
sand branches apiece, the 
monopolies are also bla- 
tantly overstaffed. In addi- 
tion. much of their network 
is manually operated with 
heavily unionised work- 
forces who are notoriously 
resistant to change. 

“LIC says it has 500,000 
agents, but bow many of 
them sell more than a hand- 
ful of polities a year? Proba- 
bly not much more than 
20,000, and many of those 
will be poached when the 
market is opened," says one 
foreign executive. In addi- 
tion, there is arguably a 
great deal of pent-up demand 
in the Indian market 

Although the size of the 
Indian middle-class is often 
exaggerated, there is clearly 
ample room for growth. 
Indeed, the LIC, which has 
investment assets of $26bn, 
predicts that the life market 
alone will grow by 17 per 
cent a year for the next 
decade. The GIC, with 
investment assets of about 
$8bn, predicts growth of 20 
per cent a year. Neverthe- 
less, much of this growth 
will be taken by their new 
rivals. 

"Indian life premiums are 
among the highest relative 
to returns in the world," 
says one Indian analyst. 
“The Indian middle classes 
are crying out for competi- 
tive insurance policies." 

On the other side of the 
coin, liberalisation is (para- 
doxically) likely to prove a 
boon to the two state monop- 
olies who complain - sotto 
tioee - about the 
heavy-handed regulations to 
which they are currently 
subjected. 

Under existing regula- 
tions, which are expected to 
be lightened once competi- 


tion is allowed, the LIC must 
invest 75 per cent of its 
investment portfolio in low- 
yielding government paper 
and social projects. For the 
GIC the proportion is 45 per 
cent. This prevents them 
from chasing decent market 
returns. 

In addition, regulations 
debar the two nationalised 
groups from paying market 
rales to attract managerial 
talent. Micro-surveillance by 
the state also militates 
against the adoption of Imag- 
inative policy initiatives and 
kills any appetite for taking 
calculated risks. “If ever 
there was a case of the 
nanny state it is in the 
Indian insurance sector," 
says one foreign executive. 

GIC and LIC are also Ukely 
to prove stronger competi- 
tors than many had imag- 
ined. ,r We insure everything 
from newly-born chicks to 
satellites." says Mr Mittal. 
“We also know this market 
like the back of our hand." 

Indian executives say that 
foreign companies have 
probably over-estimated the 
quick returns they can 
achieve in the Indian mar- 
ket With just 7m employees 
in the private sector in com- 
panies with a workforce of 
more than 10 people, the 
miririin rlawt is s mall e r than 
many have estimated. The 
qualifying threshold for a 
basic credit card is just $100 
a month in India. 

Mr Mittal says the real 
growth in the market will 
come from policies for indi- 
viduals in rural areas whan 
premiums start at just $8 a 
year. "We already have the 
capacity in place to exploit 
the personal sector," says Mr 
Mittal. “The new players will 
find it very difficult to set up 
the distribution networks to 
compete with us." 
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as good delivery in either 
segment This, it is hoped, 
will stimulate liquidity. 

“We think we will see real 
liquidity in *demat' by the 
end of 1998." says Mr Bhave. 
“Once Indians are comfort- 
able with a new system they 
adapt very quickly. This is 
what happened when we 
moved from 'open outcry' to 
electronic trading earlier in 
the decade." 

There is. however, one 
final problem associated 
with the transition. Under 
physical trading, stocks are 
settled on a weekly basis, 
with the Bombay Stock 
Exchange and the National 
Stock Exchange settling on 
different days. As such, 
retail investors can simply 
switch positions from one 
market to the next on a con- 
stant basis. 

Under dematerialisation, 
stocks are settled on a 
rolling basis of T (time) plus 
five days. Some participants 
fear the mismatch will hit 
liquidity. Up to half of the 
20,000 retail investors are 
"locals" or speculators who 
take positions with their 
own money. It Is the locals 
who benefit most from 
exploiting the difference 
between the weekly settle- 
ment dates of the two 
exchanges. 

“The move to roiling set- 
tlement will make it more 
difficult for short-term punt- 
ing to take place.” says one 
broker. “The market will 
have to rely more on 
long-term players." 
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CURRENCIES & MONEY 


Dollar struck by falling asset markets 


MAffl^RQPO^ 

By Shun toper 

The dollar was hit yesterday 
by falling US asset markets 
and the yen by the usual 
gloom over Japan, leaving 
the D-Mark as currency of 
the day. 

Wall Street. Treasury 
bonds and the dollar suf- 
fered after a newspaper 
report said the Federal 
Reserve was moving closer 
to raising US Interest rates. 
The article claimed that the 
Fed had moved from a neu- 
tral stance' to a ti ght wniwg 
bias at its March meeting. 
Fed officials have made 
hawkish public comments in 
recent days. Karim Basta, 
fixed-income research spe- 
cialist at Merrill Lynch in 
New York, noted that the 
Fed bad been ready to raise 
rates in October and had 
been stopped only by the 
Aslan crisis, which has 
failed to slow the US econ- 
omy much since. 


A fell in US asset markets 
tends to hurt the dollar at 
least initially. Paul Meg- 
gyesi, senior currency econo 
ntfst at Deutsche Morgan 
Grenfell in London, said this 
was because the US needed 
foreign investors to buy its 
stocks and bonds in order to 
Sxmnce its current account 
deficit. When foreigners sold 
American assets, the dollar 
had to fall to lure them back. 

However, some in toe mar- 
ket said the talk of a Fed 

rate rise was little more than 
the prompt for yesterday’s 
dollar sales. The long rise of 
toe dollar and stock market 
has made both vulnerable to 
profit ta king , and investors 
have been drawn to the 
D-Mark by the recent Euro- 
pean economic recovery. 

That helped explain why 
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neither the dollar nor Wall 
Street recovered after Robert 
Rubin, US treasury secre- 
tary. said that the Asian cri- 
sis would “most likely result 
in lower inflation in this 
country and lower interest 
rates". The market does not 
expect a Fed rate rise In 
coming months, to judge by 
Eurodollar futures contracts. 

In late US trading the dol- 
lar stood at DM1.7855 to the 
D-Mark, I pfg below Friday's 
London dose. Mr Meggyesi 
noted that currency options 
positions implied that the 
market was expecting a fur- 
ther fall in the dollar against 
toe D-Mark. 

But the dollar managed to 
keep climbing against toe 
yen. Last week Investors 
were afraid to sell yen for 
fear that on Friday Japan 
would present a surprisingly 
large economic stimulus 
package and then sell dollars 
in the market. However, on 
Friday the stimulus was 
merely as expected, and 
Japan sold nothing. 
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Yesterday, therefore, 
investors resumed betting 
against toe yen. They were 
urged on by Kazuo Ueda, a 
member of the Bank of 
Japan's policy-setting com- 
mittee. who said that 
another 5-10 per cent Call in 
the yen against toe dollar 
would pose little economic 
risk. He also said be would 
like Japan's official discount 
rate to fall fro m its record 


low of 0.5 per cent if the 
economy worsened. 

Mr Ueda was hardly voic- 
ing the Tokyo consensus - 
all other Japanese officials 
have been trying to talk up 
the yen. However, his com- 
ments may be the first pub- 
lic sign of a split between 
toe Bank of Japan and the 
ministry of finance. The 
bank seems to disagree with 
the ministry's policy of inter- 
vening for the currency. 

The dollar rose Y1.2 
against the yen to ¥132.2. 
The D-Mark rose Y0.91 
against the Japanese cur- 
rency to Y73JJQ. 

■ King of the Japanese offi- 
cials who talk up toe yen is 
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of course Mr Yen himself, 
Eisuke Sakakibara, senior 
official at the finance minis- 
try. Yesterday he said bull- 
ish sentiment for the dollar 
was starting to change and 
the Japan was waiting to 
intervene “with the wind" to 
boost the yen. 

But few traders took any 
notice. Many would be sur- 
prised if a day passed unto- 
oul Mr Sakakibara threaten- 
ing intervention. 

■ Greece yesterday denied 
market rumours that the 
drachma would be devalued 
ahead of this weekend's 
European Union summit in 
Brussels, allowing the coun- 
try' to enter monetary union 
in the first round. 

Greece has met none of 
toe Emu criteria, and the 
drachma was devalued 14 
per cent only last month 
when the country entered 
the European exchange-rate 
mpchanfem- The currency is 
nearly 4 per cent above its 
ERM central rate. 
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ZINC FU RTH ER BLOW TO M1NINGJMAGE 

Waste dam 
collapses 
near Seville 


By Kenneth Gooding, 
Mining Conresporoteni 


The mining industry has 
suffered another big blow to 
its image with the collapse 
of the waste dam at the 

$167m Los Frailes zinc mine 

near Seville in Spain - the 
fourth serious incident 
involving one of these dams 
in only four years. 

The worst was in February 
1994 when a disused Ham full 
of sludge at Virginia in 
South Africa’s Orange Free 
State collapsed and released 
a sea of mud that killed 17 
people. Harmony Gold Min- 
ing, owner of the dam, and 
Frazer Alexander, the com- 
pany responsible for its 
maintenance, and some of 
their employees were fined 
after an inquiry. 

In 1995 part of a waste 
dam at the Omai gold mins 
in Guyana gave way, allow- 
ing water contaminated with 
cyanide to escape into a trib- 
utary of the Essequibo river. 
Camblor, the Canadian 
group that operates the 
mine, said its investigation 
showed only 400 fish were 

IrilWI 

A year later a concrete 
plug gave way at a waste 
dam at the Marcopper mine 
in the central Philippines, 
leaking polluted water into 
the nearby Boac river on 
which several local commu- 
nities relied on for a living. 
Placer Dome, the Canadian 
group, owned 40 per cent of 
the mine. 

The mining industry has 
been sharing information an 
the design, construction and 
maintenance of waste dams 
for some years. 

Gary Nash, secretary gen- 
eral of the International 
Council on Metals and the 
Environment, which has 
many of the big mining 
groups, including Boliden, 


among its members, said the 
companies were determined 
to be socially and environ- 
mentally responsible. 

“They are making their 
best efforts to avoid things 
like this [the Los Frailes col- 
lapse]. They are trying to 
minimise the risks,'’ he said. 

Los Frailes started up 
early Last year nest to the 
depleted Aznalcollar mine. 
rising - Qjg existing infrastruc- 
ture. Anders BtUow, manag- 
ing director of Boliden. the 
Canadian-Swedish company 
that owns it. is in Spain and 
a detailed study has started 
to discover what went' 
wrong, the extent of the 
damage and the remediation 
that will be required. 

Boliden said the dam 
foiled along a 50 metre sec- 
tion and allowed about 
4-5 cu m of acidic water into 
the nearby Rio Agrio. Waste 
materials containing sul- 
phur, zinc, copper, iron and 
lead were also discharged. 

It calculated that about 
2,000 hectares of land were 
flooded and “limited prop- 
erty damage" had occurred 
along the Rio Agrio and the 
Rio Guadiamar. 

The company said the dam 
was reviewed by indepen- 
dent consultants and govern- 
ment authorities in 1995 and 
last year, and had been regu- 
larly inspected since then. 
No signs of instability were 
detected prior to the failure. 

Trelleborg, the Swedish 
group that spun off Boliden 
last year but still owns 42 
per cent, said Boliden was 
not negligent. 

Kjell Nilsson, Trelleborg 
managing director, said yes- 
terday that Boliden saw no 
indication of subsidence or 
movement in spite of an 
advanced warning system. 
“It was the bottom that gave 
way, not the dam walls,” he 
said. 
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Zinc prices unmoved by Spanish accident 


MARKETS RBH)RT 

By Kenneth Goofing 
and Peter John 


News that Boliden had shut 
down its Los Frailes lead- 
zinc mine in Spain made 
little Impression on the Lon- 
don Metal Exchange yester- 
day. Zinc for delivery in 
three months was down $1 a 
tonne at the dose at $1,122, 
while lead was $2 a tonne 
lower at $576. 

The mine was scheduled to 
produce 125,000 tonnes of 
zinc this year and 47.000 


tonnes of lead, bat in con- 
centrate. an intermediate 
material. 

Peter Windred, analyst at 
the CRU International con- 
sultancy, said: **I don't see 
this affecting production of 
refined metal at this stage." 
'Nevertheless, It would help 
miners currently negotia- 
Hnning with smelting com- 
panies about the charges for 
treating concentrates. 

Norzink, one of Los 
Frailes’ smelter customers, 
said the mine was expected 
to be out of action for at 
least two months. 


“We will haw to replace 
those supplies from other 
sources but do not see any 
production loss as a conse- 
quence," said Per Fatland, 
Norzink managing director. 

The International Lead 
and Zinc Study group, in a 
review published just before 
the Los Frailes incident, esti- 
mated that the global zinc 
market would be in fine bal- 
ance this year, with con- 
sumption rising by 0.6 per 
cent to 7 -62m tonnes and 
production up by per cent 
to 7.72m tonnes. 

The ILZSG expects no sig- 


nificant change in lead out- 
put, with world production 
forecast to rise 0.2 per cent 
to (L08m tonnes and con- 
sumption to foil l per cent to 
s QRm tonnes. 

On the London bullion 
market, palladium's price 
drifted downwards following 
the Russian parliament’s 
approval of Sergei Kiriyenko 
as prime minister. This 
should pave the way for 
exports to begin from Rus- 
sia. the biggest producer. 

Dealers said the price 
would not drop sharply until 
there was evidence that 


physical palladium had 
arrived in the west. Palla- 
dium closed in London at 
$388 a troy ounce. 

Ofl traded within a tight 
range as the market looked 
for evidence of the promised 
oil production cuts. 

Brent crude for June deliv- 
ery foiled to hold $14 a bar- 
rel, hi spite of some slightly 
positive comments from 
Erwin Arrieta. Venezuela's 
energy minister. By London 
afternoon trading, the price 
had slipped 6 cents to $1334. 

Mr Arrieta said: "The mar 
ket has stabilised at an 


undesirable level, which has 
allowed us to see that it very 
probably needs about tfo.oon 
barrels a day less." Ho added 
that he had held a three-way 
telephone conversation with 
his Saudi Arabian and Mexi- 
can counterparts, and any 
further cuts could come 
before Opeo's June meeting 
in Vienna. 

Mr Arrietn's comments fol- 
lowed statements over the 
weekend by the UAE, 
Kuwait and Qatar, which 
said they would support fur- 
ther output cuts if prices 
foiled to recover by June. 


Borjomi bottler takes on the fakes 

The ‘Caucasus Vichy’ is battling against widespread imitations, writes Selina Williams 


B orjomi, the most highly 
mineralised commer- 
cially produced drink- 
ing water in the world, has 
graced Soviet tables for 
decades. 

It comes from 1,000-year- 
old mine ral springs in the 

foothills of the Caucasus 
mountains, is known as the 
Caucasus Vichy, and was 
used throughout the Soviet 
Union as a cure Tor hang- 
overs, stomach disorders and 
skin complaints. 

However, despite all its 
professed qualities, Barjom- 
i's new directors have a bat- 
tle on their hands. Once the 
favourite, and certainly the 
best known, mineral water 
in the Soviet Union, the com- 
pany with the rights to its 
name has been in a fierce 
contest that has pitted the 
“real" mineral water against 
widespread and sophisti- 
cated fakes - a problem 
faced by many products in 
the former Soviet Union. 

The battle against imita- 
tion Borjomi is “a matter of 
life and death" for the com- 
pany, said Jacques Fleury. 
manag in g director of Geor- 
gian Glass and Mineral 
Water. Last year GGMW, a 
joint venture with a Geor- 
gian banking group and 
Dutch and French investors, 
won exclusive rights to the 
Borjomi name for 10 years. 


Nonetheless. Mr Fleury' 
pointed to the success of the 
company's advertising cam- 
paign which was launched 
last year. Sales have 
increased several hundred 
per cent since it began; 
before the campaign eight 
out of 10 bottles on the mar- 
ket were imitations. 

Production this year is 
expected to reach some 50m 
bottles - a fifth of annual 
demand in the former Soviet 
republics, so the fetes are 
costing the company mil- 
lions of dollars in sales. 

GGMW has taken on the 
fakes in its adver tising by 
focusing on the identifica- 
tion of the “real thing". Four 
deer, imprinted on the bot- 
tle’s neck, a distinctive label 
with the feet cry's production 
number and an expiry date 
on the cap, dtcfringniiaJh the 
real Borjomi from hundreds 
of others. 

Although some counter- 
feiters have replied by prod- 
ucing a new bottle similar to 
GGMW’s, the company 
hopes to eliminate the com- 
petition by introducing a 
glass bottle later this year 
with a screw top that will be 
much harder for a 
run-of-the-mill factory to' 
reproduce. 

Mr Fleury estimates that 
thousands of counterfeiters 
In Russia, Georgia and even 


in Antwerp are producing 
about 100 different types of 
fake Borjomi. 

Even in the town whets 
GGMW produces its distinc- 
tive glass bottles, roadside 
vendors brazenly sell min- 
eral water in plastic and 
glass bottles bearing the 
name Borjomi. Some of the 
water is taken from the 
source but bottled in unhy- 
gienic conditions. Other bot- 
tles contain carbonated tap 
water or just soda water. 

However, the counterfeits 
have not completely ruined 
the business. During the 
early 1990s. when civil war 
raged in Georgia and the 
economy collapsed. Barjom- 
i's production ground to a 
halt. But, ironically, the feke 
Borjomi sold in kiosks in 
Moscow and throughout 
Russia kept the brand name 
alive. 

A recent Gallup poll 
showed that Borjomi 
was the best-known 
mineral water in Russia. 
Seven out of 10 people identi- 
fied it and almost half the 
respondents said they pre- 
ferred Borjomi to other Rus- 
sian and . foreign mineral 
waters. 

Thanks to the Russian 
consumer's nostalgia for old 
and familiar products, Bor- 
jomi remains one of the most 


popular mineral waters in 
the Former Soviet market, in 
spite of the tact that a half-li- 
tre bottle of Borjomi costs 
around the same as foreign 
competitors Evian and Vit- 
teL 

Borjomi was first commer- 
cially exploited in 1890 when 
the Russian Tsar's brother 
launched the town as a spa 
where the town's medicinal 
waters were put into wine 
bottles. One factory was 
built at the turn of the cen- 
tury and another in 1975. 

Production increased dur- 
ing the Soviet era, peaking 
in the 1980s at 400m half-litre 
bottles a year - worth more 
than 3300m at today’s prices. 

So far. GGMW’s produc- 
tion is a drop in the bucket 
compared with the potential, 
once the company wrests 
control from the counterfeit- 
ers. However, the company 
predicts the advertising cam- 
paign win boost demand and 
it will be able to sell all the 
water at the source - some 
400m bottles - by 1999. 

GGMW is financed by a 
SlOm loan from the Euro- 
pean Bank for Reconstruc- 
tion and Development, $2.8m 
from the International 
Finance Corporation and a 
farther $11.5m from ING 
Baring, TBC Rank Georgia 
and various private inves- 
tors. 
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CROSSWORD 

No .'9.667 ' Set ’ by CAPER’ 
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ACROSS 

1 King enters tarts' wings (6) 
4 Head of French prison 
changes sweet (8) 

9 Power that makes boiling 
. tea-urn (6) 

10 Tom’s brass instrument (8) 

11 Land an fire (6) 

12 Terminate underworld 
crack (B) 

13 Parade tune (3) 

14 Creature good at point-to- 
point? Ditto (3-3) 

17 Old robber’s base and home 
(7) 

21 If moving, need to indicate 

(6) 

25 Nose around power lines 
(3) 

28 Instrument that could give 
new recital (8) 

27 Force cut back to be put in 
abeyance? (6) 

28 Incessant bilge primarily 
coming out of firm (8) 

29 Repair fhis.sword when it's 
broken (6) 

30 Estrange new 27 officer (8) 

31 It's bad being cut off from 

Europe (6) 


DOWN 

1 Try following, and joining, 
tan dance (8) 

2 Got badly tainted after 
article (8) 

3 Piece of material carried by 
hiker, chiefly (8) 

5 Star’s opening bits of 
action likened to Allen's in 
’Robocop" (6) 

6 It cannot be disputed (6) 

7 Turnovers that have been, 
cut (8) 

8 Consider estimation of 
worth (6) 

12 Pervert runs fish over (7) 

15 Division of .geological tire* 1 
Is part of palaeontology (3) 

16 Blue islands, alternately (3) 

18 Belittle change agreed to 
(8) 

19 One enters office and is 
very enthusiastic initially, 
having constructive atti- 
tude (8) 

20 How to became partly per- 
fect? (8) 

22 Head to head union meet* 
ings? (6) 

23 Rush one’s profession (6) 

24 Ed’s dressed up with girl’s 
underwear (6) 

25 On piano Beatle doesn’t 

start to flag (6} 


L utofumPteacri lev 
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Solution to Saturday’s prize puzzle on Saturday May 9. 
Solution to yesterday’s prize puzzle on Monday May 11. 
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LONDON STOCK EXCHANGE 


US interest rate worries 


MAMETRffgRL 

By Steve Thompson, 

UK Stock Market Effitor 

Sentiment in London's 
equity market, already frag- 
ile. deteriorated further yes- 
terday. The leaders came 
under renewed heavy fire, 
along with most European 
stocks, amid growing con- 
cerns about the next move in 
US Interest rates. 

Hie FTSE 100 posted its 
fourth straight decline, dip- 
ping below the 5,700 level in 
the process, before rallying 

to finis h a difficult tr acing 

session a net 14L5. or 2.4 per 


cent down at 5,795.7, Yester- 
day's retreat extends the Call 
over four sessions to almost 
160 points or 38 per cent 
Since hitting its all-time 
intra-day high of 6450 -5 on 
April 14, the index has 
retraced 428.1. or 7 per cent 
“There is an increasing 
worry that the Fed might lift 
rates next month. That, and 
the long-term fears that Wall 
Street, and therefore many 
of the European stock mar- 
kets, are heavily overbought 
are behind the market's 
nerves," said a salesman at 
one of the City’s leading 
securities houses. 

"We've come back more 


than 400 points from the 
high and there are many 
who feel a further fail of 200 
points wouldn't be 
unhealthy, "he added. 

But he insisted there was 
no reason for investors to 
panic yet “There is not a 
great deal of stock coming 
out;, possibly the leaders are 
seeing some selling pressure, 
but that is certainly not the 
case across the rest of the 
market" 

Marketmakers agreed that 
the London market’s prob- 
lems came more from over- 
seas t han from home. The 
general view around a num- 
ber of the trading desks was 


unnerve UK equities 


that the market could easily 
cope with the recent bout of 
weakness, although that 
could well ehang w if the sell- 
ing pressure builds up over 
the rest of the week. 

On the technical front the 
Footsie's dip below 5,800 was 
seen as a substantial bearish 
signal with the next stop put 
around the 5,600 level. 

Stock market strategists 
viewed the market's perfor- 
mance with increasing 
unease. Richard Jeffrey, 
group economist at Charter- 
house TUney said there was 
now real anxiety about eco- 
nomic prospects. 

"In the US the yield on the 


long band has moved back 
above 6 per cent and London 
may now be adapting to the 
fact that prospective profits 
growth does not support the 
high ratings the market is 
selling on," he said. 

The market's second-liners 
and the small caps managed 
to resist most of the down- 
side pressures throughout 
the early part of the session, 
but succumbed later in the 
day as Wall Street confirmed 
worst expectations and came 
under sustain ed pressure. 

The FTSE 250, which hit 
new closing and intra-day 
records only last Thursday, 
finished the day a net 36.3 


off at 5,564.0 while the FTSE 
SmallCap. which edged 
higher in the first hour, ran 
back sharply is the after- 
noon. eventually closing 145 
off on balance at 2.626.6- 

London's problems began 
late on Friday when the Dow 
Jones Industrial Average 
dosed the session down 78 
points, followed early yester- 
day by sweeping losses 
across Asian markets. 

Turnover in equities 
jumped to i.4lba shares, the 
highest daily total for some 
months. A technical trade In 
Aegis, the media group, 
accounted for over 40 per 
cent of that figure. 
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Broker 
boost for 
Glaxo 

WMPANKRBPm 

By Peter John, Joel KHsazo and 1 
Martin Brice 

Glaxo Wellcome, one of the 
big liquid stocks tradition- 
ally most vulnerable to 
global market upsets, 
remained res Hen t as Gold- 
man Sadis lent its support 

The US broker set a £19-a- 
share price target on the 
stock - a 20 per cent pre- 
mium to yesterday's level - 
and issued a 76-page report 
explaining why it favoured 
Glaxo as Its global play 
among pharmaceuticals. 

Analyst John Murphy 
said: “Glaxo Wellcome has 
one of the highest-qoality 
portfolios in the industry. 
We expect it to achieve com- 
pound annual sales growth 
of 11 per cent over the next 
five years compared with the 
pan-European sector 
weighted average of 85 per 
cent." 

The Goldman team has 
also reiterated its positive 
recommendation and, while 
Glaxo is not included on the 
broker's global priority list, 
it is part of the European 
recommended selection. 

The shares topped the list 
of Footsie outperformers in 
early trading and remained 
resilient as the rest of the 
Footsie stocks headed south. 
By the close, they were 


down 13 to £15.47. a foil of 
only I per cent against the 
market's 3 per cent slide. 

One of the biggest rises in 
the market was achieved by 
electronic equipment maker 
Eurotherm, which rose 96ft 
to 445p following news of the 
agreed bid from Siebe. which 
dropped 73 to £13.07. The fall 
in Siebe's shares was attri- 
buted to concerns over the 
large number of acquisitions 
It was Involved in, combined 
with suggestions that at two 
times sales and 19ft times 
ftammg w Eurotherm was not 
being acquired cheaply. 

Elsewhere in the engineer- 
ing sector. FTSE 100 stocks 
suffered along with the rest 


of the blue-chip index, 
although some in the FTSE 
250 saw some investor 
interest 

Rolls-Royce was off 18ft at 
273p, while in the 250, Halma 
gained 6 to 128p after a bull- 
ish trading statement that 
said sterling strength was 
factored into current fore- 
casts. BBA moved against 
the market trend as it rose 
3ft to 498ftp. 

EMI up again 

Strong bid talk returned yes- 
terday to music company 
EMI Group, sending the 
shares sharply ahead on an 
otherwise poor day in the 
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market. The shares 
improved 9 or nearly 2 per 
cent to 498V,p. making ft one 
of the day's best performers 
In the FTSE 100 after trade 
of 5.4m. 

Confirmation that Edgar 
Bronfman, president of 
Canadian group Seagram, 
would be in London this 
week led to the renewed talk 
of a bid for the UK group. 
However, observers of EMI 
also pointed out that both its 

nTiaTi-wian and flnwnra direc- 
tor are currently away in the 
US, but this foiled to dispel 
the rumours. 

There was also talk that 
EMI was back in the running 
to buy Boosey & Hawkes, the 
classical music publisher 
and musical Instruments 
manufacturer. EMI dropped 
out of the bidding for the 
group in January. 

Lonrho beat the market 
malaise and rose 11 to 439p, 
helped by bid speculation. 

Weekend press reports 
said Morgan Stanley had 
built a 10 per cent stake in 
Lonrho while several groups 
were said to be interested in 
the company. The demerger 
of Lonrho's African trading 
businesses has also 
prompted speculation that a 


bid could be forthcoming for 
either side. 

Reed International 
dropped 24 to 563ftp. Ana- 
lysis said the &L65bn bong 
offered to Times Mirror for 
its legal publishing assets 
represented 75 times his- 
toric revenues and was a 
high price, albeit for a strate- 
gically beneficial deal 

Aegis, the media services 
company, was the UK's moat 
heavily traded stock after it 
sold 3485m shares, about 
38.4 per cent of the share 
capital, through a bookbuild- 
ing exercise. Most of the 
shares represented the 32 per 
cent stake held by Warburg 
Pincus, the US investment 
fir m. The underlying shares 
ro se 5 to 87p. 

WPP, tire advertising and 
marketing concern, lost 
early gains despite reporting 
first-quarter revenues up 13 
per cent in constant curren- 
cies, but up 8 per cent to 
£418-7m after factoring in the 
strength of sterling. The par- 
ent of the Ogilvy & Mather 
and J. Walter Thompson 
advertising agencies, also 
said it was looking for acqui- 
sitions in Asia Pacific and 
Latin America. The shares 
ended 6Y. off at 374p. 
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Smurfit at record 

Jefferson Smurfit. the Irish 
paper and packaging group, 
gained 5ft to I£2.15p to reach 
a record high amid contin- 
ued expectation of a US 
merger. Smurfit shares hit 
their previous record high 
last Tuesday an the back of 


a res ur gence of market talk 
that the firm would merge 
JS Corp, its US unit, possibly 
with Stone Container, the 
li ner bo ard manufacturer. 

Banking stocks failed to 
resist the market’s overall 
slide, although there was 
some upside pressure from 
Morgan Stanley Dean Witter, 
which upgraded several 
stocks in the sector. 

Barclays was raised from 
“neutral" to “outperform” 
and given a share price tar- 
get of £20.26. Alliance & 
Leicester was also raised to 
"outperform” with a target 
price of 976p. The invest- 
ment bank also upgraded 
Royal Bank of Scotland, 
Woolwich Northern Rock 
and Abbey National from 
“underperform" to “neu- 
tral”. Barclays fell 34 to 
£17.30, RBoS 45 to 865p, 
Northern Rock 17 to 592p 
and Abbey 42 to £1153. 

ICI was one of the few 
stocks in the Footsie to 
remain in the bine. Credit 
Lyonnais Securities Europe 
reiterated its “buy” stance. 
The shares axled the day 3 
higher at £1058. 

Retailer Debenhams was 
the best-performing stock in 
the FTSE 2S0 after the group 
posted better-than-expected 
first-half profits. 

The shares appreciated 
26ft or 7.6 per cent to 374p, 
with the market particularly 
pleased with the chairman's 
bullish comments. 

The firm advance in 
Debenhams, which was 
demerged from Barton 
Group In January, helped 
boost Arcadia, another 
group formed out of the 
same demerger. Shares in 
the group, which reports 
interim figures an Thursday, 
bounced 6ft to 424p. The 
shares Ml sharply on Friday 
on reports of difficult trad- 
ing conditions at several of 
its businesses. 

Great Universal Stores, 
which yesterday declared its 
bid for Argos unconditional 
in all respects, finned 4 to 

860p. 
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Surfing USA... 
and Europe... and Asia 


The new-look FT.com 


Keep on top of events around the world by visiting the new-look 
FT.com. With eleven editions a day, a streamlined design and 
near real-time market data, FT.com puts you where you 
want to be. 

You might even find yourself winning British Airways flights or a 
Psion hand-held computer, the prizes in April’s FT.com Challenge 

FT.com: where information becomes intelligence. 


FTSE Actuaries Share Indices 


The UK Series 
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MARKETS 


Hawkish rate warning depresses markets 


WORLD OVHMEW 


A growing conviction that 
the US is beading for higher 
interest rates sent Wall 
Street sharply lower early on 
and kept European equity 
and bond markets under 
pressure, writes Michael 


Some analysts warn that a 
rise is on the cards, perhaps 
after the next meeting of the 
Federal Open Markets Com- 
mittee on May 19. 

The caution follows 


increasingly hawkish com- 
ments from officials like Fed- 
eral Reserve board member 
Roger Ferguson. He warned 
last week that rates might 
rise and suggested a more 
hard-line stance could be in 
prospect from the Fed. 

Not everybody agrees. Ian 
Harwood at Dresdner Kleirt- 
wort Benson insists anxiety 
that the Fed. Bundesbank or 
Rank of England will shortly 
raise rates is unjustified. 

In Tokyo, he says, rates 
will remain at their record 


low, notwithstanding the 
unprecedented scale of 
Japan’s fiscal package. 

European markets were 
not reassured. Italy plunged 
6.4 per cent In a continua- 
tion of the profit-taking by 
domestic retail investors 
which began on Thursday. 

Nicolo Braendli at Akros 
Sim in Milan that an 
unprecedented number of 
shares ran into temporary 
trading halts as they tum- 
bled by the maximum per- 
mitted 10 per cent. He 


believed that the market 
could have further to fall, 
after running up more than 
40 per cent since the start of 
the year. 

But he also pointed to 
domestic and foreign institu- 
tional investors sitting qui- 
etly in the wings, biding 
their time before returning 
to snap up cheaper stock. 

Amsterdam was another 
big loser, foiling 5 per cent 
under p r es s u re from options- 
related siting in an other- 
wise empty market 


In emerging Europe, 
Athens added to Friday's &5 
per cent fall, tumbling 
another 7 per cent, as the 
market remained preoccu- 
pied with reports of a delay 
in the planned sell-uff of 
Commercial Such a 
delay would raise doubts 
about the government's com- 
mitment to public sector 
reform. 

Salomon Smith Barney 
recommended that investors 
should be turning their 
attention to Russia and Tur- 


key. which have both fal l en 
sharply so far this year, 
together with Poland- 

Prospects for reform of the 
Russian market, seen by 
Salomon as one of the cheap- 
est in the world, had beau 
boosted by parliamentary 
approval of President Boris 
Yeltsin's candidate for as 
prime minister. 

Turkey offered strong 
growth in 1998, wh&e Poland 
was seen as undervalued, in 
spite of its 19 per cent appre- 
ciation in the first quarter. 


emerging marke t focus 

Tanzania closes 
door to investors 


Worries over Milan plunges 6.4% on selling 
Fed move send 
Dow tumbling 


AMERICAS 


US shares took a drubbing in 
early trading as worries set 
In that the Federal Reserve 
might be poised to increase 
Interest rates in order to 
damp down economic 
growth, writes Richard 
Tomkins in New York. 

At midday, the Dow Jones 
Industrial Average was back 
below the 9,000 mark, having 
tumbled 146.48 or 1.6 per 
cent to 8318.14. Other indi- 
ces were hit harder. The 
Standard & Poor’s 500 index 
was off 22.55 or 2 per cent at 
1,085.35, and the Nasdaq 
composite index retreated 
51.73 or 2.8 per cent to 
1,817.23. 

Investor sentiment was 
jolted by reports of Fed con- 
cerns that the US economy 
might not be slowing as 
much as expected, raising 
the possibility that policy 
makers would consider push- 
ing up short-term interest 
rates to keep infla tion under 
control - perhaps as early as 
May 19. 

The last time the Fed 
raised interest rates was on 
March 25 last year, when it 
pushed them up by a quarter 
of a percentage point That 
prompted a fall of nearly 10 
per cent in the Dow. but 
within a few weeks prices 
had bounced back to new 
highs. 

Yesterday, stock prices fol- 
lowed bond prices down as 
the yield on the long bond 
rose above 6 per cent, 
increasing the perception 
that bonds could be an 
attractive alternative to 
stocks for some investors. 

Among blue-chip stocks, 
some of the hardest hit were 
financials, which custom- 
arily respond negatively to 
increases in interest rates. 
BankAmerica was off $4& at 


$80&, Chase Manhattan was 
off $5 at $129%. Citicorp was 
off $6% at $148% and 
NationsBank was off $3A ait 
$723. 

After Mellon Bank’s board 
unanimously rejected Rank 
of New York’s unsolicited 
offer, Mellon Bank fell by $3 
to $72% and Bank of New 
York came off $2 at $57%. 

Airline stocks, highly vul- 
nerable to the economic 
cycle, did badly. UAL was 
down $2% at $87%. AMR was 
down $3% at $1483. and 
Delta Air Lines was down 
$3% at $113%. 

Technology stocks saw 
sharp falls, too. Microsoft 
was down $2% at $89%. while 
Amazon.com, due to report 
another quarter of heavy 
losses, tumbled $4% to $80. 

TORONTO moved steeply 
lower as shares shied at the 
sight of rising bond yields 
and the early shakeout on 
Wall Street Banks stayed 
under a cloud. Hie 300 com- 
posite index was off 165.24 at 
7,588 at noon. 

Worries about rising inter- 
est rates sent bank shares 
lower across the board. 
Royal Bank of Canada shed 
C$L90 to C$83.40 and Bank 
of Montreal C$1.45 to 
C$76.95. Canadian Imperial 
Bank of Commerce shed 
C$1.10 at C$48430. 

Golds were also weak, 
with Barrlck slipping 65 
cents to C$32435 and Placer 
Dome giving up 60 cents at 
C$20.65. Among industrials 
Alcan Al uminium came off 
45 cents at C$46.30 and 
Northern Telecom also 
moved sharply lower, losing 
C$L50 at C$86.40. 

Seagram was a rare firm 
feature, adding 50 cents at 
C$56.45 after an old rumour 
about a possible takeover bid 
for EML the UK music and 
leisure leader, resurfaced. 


EUROPE 

Shares in MILAN plunged 
6.4 per cent as Italian retail 
investors rushed to sen. The 
Mibtel index closed down 
1,498 at 21.841, its biggest 
one-day fall since 1994. 

The slide prompted com- 
ments by government offi- 
cials anil hanking executives 
seeking to reassure inves- 
tors. Carlo Azeglio CSampi, 
treasury minister, said the 
market was fundamentally 
in good health. He said 
investors were not taking 
fundamentals into account 
Alessandro Profumo, manag- 
ing director of Credito Ital- 
iano, said the rush of ««»Tiing 
was unjustified. 

Alessandro Baj Badino, 
senior analyst at Actinvest, 
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Concern hits Sao Paulo 


SAO PAULO fell steeply 
from the opening bell with 
sentiment pinned to the 
floor by worries about rising 
US Interest rates. 

Volume was thin and 
although the selling was 
described as relatively light 
it was enough to cut a 
swathe through leading 
stocks. 

Telmex fell 3^ per cent to 
RS134450 and Petrobras came 
off 2.4 per cent to R$282. At 
midsession, the Bovespa 
index was 370 or 342 per cent 
lower at 1L359. 


MEXICO CITY also lost 
ground with the IPC index 
off 104.75 or 2.1 per cent at 
4,981.48. Volume was low 
with barely 5m shares traded 
by mid-morning. 

CARACAS continued to 
make heavy weather of weak 
international oil prices. Hav- 
ing fallen for four successive 
sessions up to Friday, the 
IBC index was 2704)5 or 4.1 
per cent lower at 64369.62 at 
midsession yesterday. 


Johannesburg was closed for 
a public holiday. 


Apr 1998 .. 
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the equity research group, 
said Italian stocks could fall 
further. However, he said an 
underweight recommenda- 
tion would be upgraded If 
the market fall another 5 par 
cent 

Blue chips were flmnn g thp 
big losers. Telecom Italia, 
the most active issue of the 
day. fell L801 to L12.811. Eni 
declined L538 to L10.875. Oli- 
vetti lost L219 to L2.004, and 
Fiat declined L706 to L6.760. 

Financials were also 
weaker with insurer Ras 
down LZ261 to L27.132 and 
Ina falling L462 to L5.160. 
Credito Italiano, the bank 
that announced a merger 
earlier this month, retreated 
L595 to L8.689 - 

FRANKFURT came within 
a whisker of testing the 5.000 
barrier on the Xetra Dax, 
which ended electronic trad- 
ing with a fall of 141.71 or 243 
per cent at 5,002.71. its low- 
est level since the third week 
of March. 

Having successfully 
seeded last week, interest 
rate worries took root firmly 
ahead of Thursday’s meeting 
of the Bundesbank council. 

Banks were subdued. 
Dresdner Rank fell almost 6 
per cent, tumbling DM6425 to 
DM94430. Deutsche Rank lost 
DM4450 to DM139.80. 

Software leader SAP gave 
up DM35.90 at DM844.10. 
Volkswagen retreated 


DM22420 to DM14345.00 amid 
media reports that the group 
was set to outbid BMW in 
the bidding auction for 
Rolls-Royce Motor Cars. 

PARIS kept in step with 
the downturn across Europe 
as long bond yields broke 
back above 5 per cent The 
CAC 40 index moved deter- 
minedly down through the 
3,700 barrier to close off 97.51 
at 3.6 P 5 8 3. although volume 
was below avoage. 

SGS-Thomson was the 
worst-performing stock 
among CAC components, 
falling FFr46.90 or 8.7 per 
cent to FFr494.10. LVMH 
gave up FFr69.00 or 543 per 
cent at FFr1,222. G6n£rale 
des Eaux lost FFr54.00 to 

FFt1,048l 

Three stocks managed to 
stay positive, two of them 
retailers Carrefour and Pro- 
modds, which improved 
FFr13.00 to FFr3,323 and 
FFr13.00 to FFr2350 respec- 
tively. Michelin added 70 
centi mes to FFI37L70. 

AMSTERDAM Ml 58.75 or 
5 per cent to 1,10739 on the 
AEX index as weakness on 
Wall Street pulled interna- 
tionals lower and the cash 
market met with heavy 
downside pressure from the 
options market 

Financials led the way 
down. ING tumbled FI 10.00 
or ^.6 per cent to FI 122.10, 
with the group declining to 
comment on a UK press 
report that it was planning 


advance. It closed SFH4J50 
or 4.4 per cent lower at 
SFr313 as both groups 
refused to comment and ana- 
lysts expressed scepticism 
about a tie-up. 

The heavily traded Novar- 
tis held up fairly well, with 
the registered shares e as i ng 
SFT5 to SFT2369, whole the 
bearers picked up SFr4 to 
SFr24375. 

Clariant, which reported 
that it had tripled 3997 group 
net profit after minorities, 
finished off SFrl3 to 
SFrl.514, off a high of 
SFTL543. 

MADRID lost mare than . 3 
per cent on profit-taking, 
with the general index fall- 
ing 2734 tp 8344EL 

Traders said the decline 
was exaggerated by arbi- 
trage-related basket trading 
amid thin volumes. TabacaT 
era closed down Ptal60 or 43 


per cent at P£a34205, while 
Telefonica, which was traded 
actively, lost Pta300 to 
pta&OIO. 

Ratikg w hich had gained 

ground on hopes of mergers, 
were also sold heavily. San- 
tander was traded actively 
ahead of today’s first-quarter 
earnings ann o imnement, los- 
ing Ptal20 to Pta734Q, while 
Popular fell Pta560 to 
Pta224360. 

COPENHAGEN dropped 
33 per cent as the country's 
biggest strike since 1965 got 
under way. 

The KFX index lost 73 to 
dose at a six-week low of 
22632 in moderate t ur nov er 
of DKrLlhn. 

Oil and shipping group 
AJP. Moeller was sharply 
lows* as rinw ngrade* by five 
brokers, weaker oil prices 
and a falling dollar ftielled 
the fail 

Moeller's D/S 1912 stock 
plunged DKr22,000 to 
DKZ293.000 while its D/S 
Svendborg stock was 
DKrl4,436 lower to 
DKF4S5364. 

ATHENS lost ground for 
the «irth day r unning slid- 
ing 173457 or 7 per cent to 
24300.71. The index, one of - 
the fastest rising European 
benchmarks this year, is 
now more than 12 per cent 
under its peaks of April 2L 

Written and -edited by 
Michael Morgan, Jeffrey 
Brown, Emiko Terazono, 
Paul Gregan and Nicholas 
Miller. 


lire euphoria that greeted 
the opening of the Dar cs 
Syianm stock market in Tan- 
zania appears to be fading - 

just two weeks after the 
start of trading. 

The market trades for only 
one hour every Wednesday 
in Tanzania Oxygen, the pri- 
vatised gases company that 
is the first - and so far only 

listing on the bourse. 

While the move marks 
another step in Tanzania's 
shift away from its socialist 
past, international investors 
are disappointed and frus- 
trated at the country's 
refusal to embrace foreign 
Investment- 

Analysts point out that the 
placing of Tanzania Oxygen 
was undersubscribed and 
left 13 per cent of the stock 
with underwriters. 

“This is a very small mar- 
ket where you need foreign 
investors to help boost 
demand and liquidity. In a 
country that is still poor, it 
is unlikely that the locals 
can absorb much stock,” 
said one analyst 

It was through the 
im pmrtmg listing of Tanza- 
nia Breweries that interna- 
tional investors were hoping 
to enter the market 

South Africa Breweries 
already holds a stake of 
about 50.5 per cent in the 
company, which is valued at 
around $130m. The govern- 
ment, which holds 36L7 per 
cent of the shares, was plan- 
ing to list 25 per cent of its 

hnltHng . 

But foreign investment on 
the usr remains hannprt and 
there is little sign of a 
r-hamgp of heart cin *hig issue 
in the near future. 

Fratan Mboya, chief execu- 
tive of the Capital Markets 
and Securities Authority, 
said: “The government feels 
the 1nW»l issues chnnM go 
to Tanzanians first. 
Undoubtedly foreign inves- 
tors ahnn/ri be in this mar - 
ket, but we are working on a 
policy paper to try and per- 
suade the government to 
change the 

“With Kenya allowing for- 
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eign investment and Uganda 
likely to do so when it opens 
Us market, we will have to 
change. Otherwise we will 
be left behind.” he added. 

The consequences of gov- 
ernment policy are already 
being felt. The Tanzania 
Breweries Issue has been 
scaled back to 10 per cent for 
fear of stock indigestion on 
the new market. 

One analyst said: “There 
are many overseas investors 
that want to get into Tanza- 
nia Breweries, yet all the 
government is worried about 
is not to be seen selling the 
family silver. This won't 
help the other planned 
issues and. in fact, interna- 
tional investors may choose 
to forget this market and go 
to other emerging markets 
that offer greater returns." 

Analysts point to similar 
worries in Kenya, which has 
allowed foreign investment 
on the Nairobi Stock 
Exchange since 1995. 

Officials dealing with the 
sale of a 25 per cent stake in 
Kenya Commercial Bank 
were said to have only 
agreed to place around 20 
per cart of the stock with 
international investors after 
worries that a sizeable 
amount would be 

Analysts cited political 
fears for the reluctance to 
invite International inves- 
tors. 

Joel Kibazo 


to link with Credit Suisse, 
the Swiss hank. 

ABN Amro fell Fia40 or 
63 per cent to FI 4830 in 
lL2m shares traded. Aegon 
came off Fl 1530 or 5.7 per 
cent to 26L10. Among inter- 
nationals, Unilever shed 
FI 7430 or 54J per cent to 
Fl 40.40 and Philips F18J0 to 
Fl 178420. 

ZURICH extended early 
losses to end almost 245 per 
cent down wfth the SMI 
index taring 1783 to 7,0533. 

Financials were among 1 Hip 
biggest losers. CS Group, 
higher in early trade after a 
newspaper report said ING 
had approached the Swiss 
group with merger propos- 
als, could not maintain thp 


Package fails to lift Tokyo 


ASIA PACIFIC 


Disappiontment with the 
latest economic package plus 
a weak session for the yen 
pushed TOKYO steeply 
lower and left the Nikkei 225 
Average off 36L29 or 23 per 
cent at 15,64936. 

The Topix index of all 
first-section shares fell 25.13 
or 2 per cent to 14213.82. 
Turnover was dull with 
328tn shares traded, against 
383m on Friday when the 
benchmark index rose 1.6 
per cent ahead of the official 
release of the Yl.BOObn stim- 
ulus package. 

Yesterday the Nikkei 225 
traded within a range of 
15,645430 to 15368.73. Declin- 
ing shares outpaced gainers 
by nearly five to one. 

Banks were the day's 
heaviest casualties after Fri- 
day's comments by vice- 
finance minister Eisuke Sak- 
akibara suggesting that 
bank closures were “proba- 
bly unavoidable". Sakura 
Bank lost Y19 to Y450 and 
Sumitomo Bank came off 
Y5QtO YL23L 

Kirin Brewery, which paid 
$i.4fan far 45 per cent of New 
Zealand brewer Lion 
Nathan, dipped Y1 to Y1.165. 

HONG KONG dropped 2.6 
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per cent as weakness else- 
where in the region eroded 
what was left of investor 
confidence. The Hang Seng 
index fell 286.22 at 10,593.71 
UP from a low of 1035537. 
Volume, however, picked up 
to HK$63bn compared wfth 
Friday’s quiet HE$43bn. 

HSBC Holdings led the 
market lower with a fall of 
HK$5 to HK$22?, Hang Seng 
Bank lost HK$2.50 to 
HK$65. 75- 

Property issues were the 
biggest losers and the sub- 
index dropped 3 per cent. 
Sun Hung Kai Properties fell 
HK$130 to HK$47.40. 

KUALA LUMPUR tumbled 


on weakness in blue chips 
with the composite index 
down 14432 or 235 per cent to 
620.79. Trading remained 
thm ahead of today’s Tslamir 
holiday. 

Finance stocks lost ground 
as banks requoted following 
a merger deal were hit by 
selling. RHB Capital fell 35 
cents to M$245 and Rashid 
Hussain declined M$l.l to 

M*a. 

TAIWAN lost L9 per cent 
as electronics shares ware . 
hit by Friday’s Nasdaq slide. 
The weighted index closed 
down 164.49 to 8,47162 also 
hurt by concerns over hi gh 
levels of margin loans and a 
bearish economic outlook for 
the second quarter. 

The electronics sector fell 
3 per cent Acer lost T$3 to 
TS62.5 while Taiwan Semi- 
conductor declined T$43 to 
TS1423. Outs tanding- margin 
loans totalling T$502bn at 
the end of last week also 
weighed on share prices. 

SYDNEY ran into profit- 
taking, notably among gold 
shares, where the sector 
index fell 34 per cent The 
All Ordinaries index aided 
363 or 143 per cent lower at 
23183. Normandy Gold fell 
10 cents to AS1.70. Among 
diversified mining groups. 


Rio Tinto lost 54 cents to 
AS21.76. EQt by the weakness 
of its ADRs in New York on 
Friday, News Corp gave up 
32 cents to A$10.42. 

WELLINGTON moved 
lower after lion Nathan fen 
almost 6 per cent. The 40 

capital index lost 35l21 or L5 

per cent at 242987.61. 

Lion Nathan, a strong 
market lately on takeover 
hopes, came off 30 cents to 
NZ$5 after Kirin Brewary of 
Japan acquired 45 per cent 
of the company. DB Group, 
the otto- big local brewer, 
shed 25 cents to NZ$2.70. 

SEOUL erased early gains 
to close lower in spite of 
unexpected demand for the 
hanWrigr sector and the com- 
posite index ended 538 lower 
at 40635. Bargain hunters 
bought hankB following their 
sharp falls last week and as 
investors responded posi- 
tively to government 
restructuring in the sector. 

SINGAPORE eased in thin 
trade with the mood damp- 
ened by the region's eco- 
nomic problems and a lack 
of buying interest. The 
Straits Times Industrials 
index ended 1931 lower at 
1.47L47. Cycle & Carriage fell 
80 cents to S$6J5 on reports 
of a fall in luxury car sales. 
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Unfair challenge by no. 4? 


We're often accused of going over the top. But many a 
doughty travel manager knows the benefit of having 
someone on your side who is prepared to kick the rest 
around in order to get the right result. 

Simply choosing a big nans to keep things moving m the right 
direction doesn’t always cut it. does it? What do you do when 
they don't seem to want la get involved? When they obviously 
fail to understand exactly what you need? Your selection 
polk* can quickly leave you looking a little vulnerable. 

Portman are no 4. We’re different And we're good. This 
means that today more and more companies are putting our 
name first on the sheet when it comes to choosing an 
effective travel management service. 

We aim to be in the thick of the action when It comes to 
controlling our clients travel spend. Of couree,as the UK's 
largest Independent, frequent bookings are very much 
routine for us. 


And our distribution is impressive, with a nationwide 
network of offices and global strength through over 4000 
locations worldwide. Critically, we possess the attitude and 
approach to ensure we score where others don’t 

This tends to mean that the so-called ’star signings' cry taut 
when they team we’re on the same pitch. Because they don't 
like to lose. So perhaps irs time to select the only player 
who can consistently fate on the opposition - and beat them. 

Pick the right team. Speak to Portman. 

Call Lesley or Brian on 0800 731 1627 
E-mail; icoiiinsCportmantravel.co.uk 
or blawteCportmantravel.co.uk 
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PORTMAN 

in a league of our own 
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